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FRIDAY, JANUARY 11, 1952 


Unirep States SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
New York, N.Y. 

The subcommittee met, pursuant to notice, at 10:15 a. m., in room 
318, United States Courthouse, Foley Square, New York, N. Y., 
Senator Lyndon B. Johnson (chairman of the subcommittee com- 
posed of Senators Johnson, Kefauver, Hunt, Stennis, Bridges, Salton- 
stall, and Morse) presiding. 

Present: Senators Johnson, Kefauver, Hunt, and Stennis. 

Also present: Lyon L. Tyler, assistant chief counsel, and Downey 
Rice, special counsel. 

Senator Jounson. The committee will come to order. 

This hearing has been called by the Preparedness Subcommittee 
of the Senate Committee on Armed Services. 

The purpose of the hearing is to inquire into the conditions sur- 
rounding the hiring of men for work on the construction of overseas 
bases. 

This session this morning is a result of an investigation that has 
been conducted here and in Washington. It was started on the basis 
of complaints received from men who have been hired in New York 
for this construction work, and from men who have observed the 
actual working conditions overseas. 

Basically the complaints and the allegations that have come to 
the committee have fallen into two categories: First, we have heard 
stories of the actual victimization of the men who have been em- 
ployed for these projects by an employment agency; and, second, 
preliminary information indicates that there is great waste, both 
of manpower and of money, in the methods of employment. 

Before proceeding further, I would like to outline a few facts about 
this committee for the benefit of those who may not be familiar with 
our work. 

This is a subcommittee of the Senate Armed Services Committee, 
and it has been established by a resolution of the United States 
Senate. We are empowered to investigate the entire defeuse program 
to determine whether the Nation is getting the maximum results from 
its preparedness efforts. The three pertinent paragraphs of the Sen- 
ate resolution which created this committee are, and I quote: 

In accordance with section 136 of the Legislative Reorganization Act of 1946 
(Public Law 601, 79th Cong.), there is hereby established a subcommittee of 
the Senate Armed Services Committee to be composed of seven members to 
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be appointed by the chairman but with all members of the Senate Armed Serv- 
ices serving as ex officio members. 

It shall be the function of such subcommittee to conform with section 136 
of such act by exercising a continuous watchfulness over matters within the 
jurisdiction of the Armed Services Committee through a continuous study of 
all policies, programs, activities, operations, facilities, requirements, and practices 
of the Department of Defense, the armed services, and other agencles exercising 
functions relating to them, and the administration thereof in all respects. 

The purposes of such watchfulness and study shall include the determination 
of whether (1) such policies, programs, activities, operations, facilities, require- 
ments, and practices are the most effective possible in the interest of national 
defense, and (2) the administration of such policies, programs, activities, opera- 
tions, facilities, requirements, and practices are characterized by maximum 
efficiency. 

The members of this subcommittee, in addition to mvself, are 
Senators Estes Kefauver of Teinessee, Lester C. Huni of Wyoming, 
John C. Stennis of Mississippi, Styles Bridges of New Hampshire, 
Leverett Saltonstall of Massachusetts, and W ayne Morse of Oregon. 

Present today with me are Senators Kefauver, Hunt, and Stennis. 

We also have Mr. Lyon L. Tyler, assistant chief counsel, and Mr. 
Downey Rice, special committee counsel, who has supervised this 
investigation. 

At this point I would like to say a few words as to the fundamental 
premises on which this hearing is based. 

The overriding fact of the international situation is that the United 
States is faced with a threat to its freedom—the greatest threat in its 
history. Our country is engaged in a tremendous struggle to build 
its armed might under the shadow of threatened aggression. 

The threat that faces our people is the danger of total obliteration 
of our way of life, of our traditional freedoms, of a way of living 
which has been dear to the hearts of all Americans since this N lation 
was founded. 

If that threat comes to fruition, we will have to face it with the 
total wealth, the total resources, and the total manpower of the 
United States. 

Therefore, since our response may have to be a total response, 
we cannot run the risk in this period of our defense build-up of 
wasting our wealth, our resources, or our manpower. We must bear 
in mind that the margin of waste could be the margin between defeat 
and victory if the final show-down should come. 

It was for these reasons that the committee was disturbed by the 
reports of waste in the construction of overseas bases. 

One of the first aspects of that waste which our investigators 
encountered was the method of hiring men to do the actual con- 
struction work. On the face of it, it appears that millions of dollars 
are being spent merely to transport men to and from their jobs. 

Even worse, large sums are being laid out merely to keep these men 
waiting while someone, somewhere, tries to find a means of getting 
them to their jobs. Although we know that this money runs into 
millions, we do not know as yet just how high it will go. That is one 
of the major purposes of our hearing today. 

The cost of constructing these overseas bases is staggering. They 
run into the billions. This committee wants to find out just how much 
of that money is wasted and how much of the waste can be eliminated. 

Before calling the first witness I would like to say that the commit- 
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tee appreciates the interest shown: in this hearing by the press and 
~ radio. 

Now, Mr. Rice, committee counsel, would you please call the first 
witness. 

Mr. Rice. Mr. James Dillon. 

Senator Jounson.I should say for the benefit of the committee 
members present and prospective witnesses, that the Armed Services 
Committee, for the purposes of a quorum, has designated the chairman 
to hold this hearing, and the chairman’s presence is sufficient to con- 
stitute a quorum of that committee. 

Mr. Dillon, it is the standing policy of this committee that all wit- 
nesses be sworn at hearings of this character. Would you please stand 
and raise your right hand to take the oath? Do you solemnly swear 
that the testimony which you are about to give is the truth, the whole 
truth, and nothing but the truth. 

Mr. Ditxon. I do. 

Senator Jounson. Mr. Rice, will you identify this witness for the 
record. 


Mr. Rice. Yes, sir. 
TESTIMONY OF JAMES DILLON 


Mr. Rice. Your name is James Dillon? 

Mr. Ditton. That is correct. 

Mr. Rice. And you are president of the Construction Men’s As- 
sociation ? 

Mr. Dition. Yes, sir. 

Mr. Rice. Where is the office of that association located ? 

Mr. Ditton. 82 Beaver Street, and at 60 Market Street, San 
Francisco. 

Mr. Rice. I wonder if you could keep your voice up a little. 

Mr. Dution. 82 Beaver Street, and 60 "Market Street, San Francisco. 

Mr. Rice. Now, briefly, what is that association, Mr. Dillon? 

Mr. Ditton. The association is a non- profit membership organiza- 
tion made up of men who make a career of working outside the ¢ country 
on construction, 

Mr. Rice. Construction workers overseas ? 

Mr. Ditton. That is correct. 

Mr. Rice. About how many members do you have? 

Mr. Ditton. At the present time 10,300. 

Mr. Rice. About 10,300? Is that supported by dues? 

Mr. Ditzon. They pay $10 a year dues. 

Mr. Rice. What are the dues? 

Mr. Dixon. Ten dollars a year 

Mr. Rice. Ten dollars a year ? 

Mr. Ditxon. That is correct. 

Mr. Rice. Is there an initiation fee ? 

Mr. Ditton. There is an initiation fee of $15 to join. 

Mr. Rice. I see. 

Now, then, are any of these men members of unions? 

Mr. Ditton. Oh, yes, quite a few of them are members of unions. 

Mr. Rice. But ordinarily in overseas work the unions are not in- 
volved, is that correct ? 
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Mr. Ditton. They have no jurisdiction, or they exercise no jurisdic- 
tion overseas. 


Mr. Rice. I see. 

In connection with your work as the president of the association, 
you are in close touch with the men who are overseas, are you not? 

Mr. Dri0n. I believe I am in closer touch with them than anyone 
else. 

Mr. Ricr. How do you keep in touch with them ? 

Mr. Dizon. By mail, by men stopping in to the office, coming from 
or going out on foreign jobs. 

Mr. Rice. Do you put out a bulletin to them ? 

Mr. Dusen. We send out a bulletin to them each month listing 
information that is of interest. to construction men overseas. 

Mr. Rice. And you find that they frequently communicate with 
you and tell you about conditions overseas? 

Mr. Dixon. They do; yes, sir. 

Mr. Rice. And their problems? 

Mr. Ditzon. All of their problems. 

Mr. Rice. And the like. 

Now, then, in connection with some of their problems, has it come 
to your attention that there have been complaints, shall we call them, 
about some of the men paying fees to employment agencies to find out 
about the jobs and to obtain jobs, particularly in what we might call 
Government-backed projects overseas, in other words, construction of 
air bases and military installations overseas ? 

Mr. Dinxon. That has been one of the strongest complaints that 
I have received from them. 

Mr. Rice. What does that amount to, what is their general gripe, 
Mr. Dillon ? 

Mr. Dron. The general gripe is that they feel that they are 
qualified men and should not have to pay anyone for the information 
about a job. They feel that the United States Employment Service 
was set up for the specific purpose of giving that information to 
them. 

They feel that they should be able to walk into any office that is 
engaged in foreign construction and be hired on their ability rather 
than be sent there by some personnel or employment office. 

Mr. Rice. Do they find that it is not possible to obtain these jobs—— 

Mr. Ditton. There have been numerous complaints that they have 
gone themselves into the contractors’ offices; they have been given 
various excuses, that they are not hiring at the present time or that 
they don’t have the qualifications necessary, that they are past the 
age limit or some other excuse. 

A few days later they have stopped into the employment agency’s 
office, and they have been sent right back to the same company, after 
they had agreed to pay 5 percent of their yearly salary. 

Mr. Rice. Now, you mention 5 percent. What do you mean by 
that? 

Mr. Ditton. That is the fee that the employment agencies charge 
for giving them the information of where they might obtain a job. 

Mr. Rice. That 5 percent is what? 

Mr. Ditton. Based on a year’s salary, on any subsistence or any- 
thing else that the company may give, to induce the men to go out. 

Mr. Rice. How about overtime? 
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Mr. Dizon. On overtime, yes. 

Mr. Rice. And any maintenance? You say subsistence, that. is, 
board and lodging; others don’t. Where board and lodging is fur- 
nished, the employment agency considers that part as “salary and 
charges a fee accordingly. 

Mr. Rice. You would then say the fee would be 5 perecent of the 
gross that the men would make in a year? 

Mr. Dition. That is correct. 

Mr. Rice. Is that right? 

Mr. Diit0n. Yes. 

Mr. Rice. Now, then, what does that amount to in the case of a 
craft, for instance, a plumber or steam fitter or electrician, approxi- 
mately ¢ 

Mr. Dita1on. It depends on his hourly rate, but it generally runs be- 
tween three and six hundred dollars. 

Mr. Rice. Per man? 

Mr. Ditton. The fee must be paid in advance before the man leaves 
the country. 

Mr. Rice. He has to pay that—— 

Mr. Dirtxon. Immediately. 

Seantor Jounson. That is per year? 

Mr. Ditton. Before he starts to work; it is based on a year’s salary. 

Mr. Ricr. Do these men have some difficulty, sometimes, in raising 
that money ¢ 

Mr. Ditton. They often have difficulties. I had one case—I tried 
to get the man, but I believe he has gone to Okinawa—the wife had 
called me up in the morning and asked me to settle an argument that 
had gone on all night. The man was looking for a job; he didn't 
have the $300 to put up with the agency. 

The agency was going to introduce him to someone that would loan 
him $800 on his house. The wife didn’t want to take a chance on 
losing her home, and she asked me if I would act as the judge. 

Well, of course, I told her that it would be better if the man stayed 
home rather than took a chance on losing his home. 

There have been other instances where the agencies have had the 
man sign predated checks, and as the man’s salary was deposited in 
the bank, the agency would deposit the check and take the man’s 
salary. 

Mr. Rice. Do you mean predated or postdated / 

Mr. Ditton. Postdated. 

Mr. Rice. Postdated. In other words, he signs the check now, dated 
a month or two ahead / 

Mr. Dition. That is correct. 

Mr. Rice. Which is in the nature of a bill he holds against him ? 

Mr. Ditton. That is right. 

Mr. Rice. I see. 

How about the men complaining of any other collection practices? 

Mr. Ditton. I had affidavits where men have been told that unless 
they paid the agency fee the project manager would see that the money 
was taken out of the man’s wages. There have been other cases where 
the man was threatened with discharge unless he paid the agency fee. 

The agency goes and gets a judgment against the man in the courts. 
The company has no alternative but. to deduct from the man’s salar V; 
and pay those charges. 
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A lot of these men, when they ship out of the country, they don’t 
have the cash; they have got to go around and borrow, they have got 
to do almost anything to raise that money before they can be sent out 
of the country. 

There were affidavits there, I believe, that I have turned over to the 
committee, where one of the agencies had written to the man and said 
that they had lunch with the personnel manager of the company, and 
that if the man wanted to go on the job it would be up to him to come 
in and pay the agency fee. 

Mr. Rice. What do you mean by the company there, Mr. Dillon ¢ 

Mr. Ditton. The company that had the contract overseas, the per- 
sonnel man for that company, and the employment agent had had 
junch together that day. 

Senator Jounson. You are not referring to a public agency, but to 
some private employment agency ; is that right / é 

Mr. Dixon. That is a private employment agenc y; that is right. 

Senator Jonnson. You know of no fees being char ged by the United 
States Employment Agency ? 

Mr. Ditton. None whatsoever. 

Senator JoHnson. So all the agencies you are referring to are 
strictly private ones? 

Mr. Dixon. That is correct. 

Mr. Rice. While you are talking about these people having lunch 
together, I assume you mean an employment agency boss? 

Mr. Ditton. That is correct. 

Mr. Rice. And the hiring officer in a contracting company ¢ 

Mr. Ditton. That is correct. 

Mr. Rice. Have there been any cases coming to your attention in 
which it has been said that there were kick-bac! ‘ks or other gratuities 
or emoluments going to the contracting offices’ personnel men from 
the personnel agency ? 

Mr. Dixon. That is the persistent claim of every man that has had 
to pay a fee, that if there wasn’t some sort of a kick-back the company 
would use the United States Employment Service. Now, it is im- 
possible to prove that there are kick-backs. I wouldn’t go on record 
as coming out and saying there is, but the practice has gone on so 
long that there must be something there to have the personnel man- 
ager for the contractor utilize the service of a private employment 
agency when the Government would pay for any advertisement that 
the company might have in securing the per sonnel, such as advertis- 
ing in the newspapers themselves, such as sending recruiters of their 
own around the country. 

The agencies do not have these men. They must advertise for the 
men to come to the office. There is not any reason in the world why 
the company itself couldn’t advertise and have the same men come 
to their own office. 

Mr. Rice. Before you go any further, Mr. Dillon, are you aware 
or are you sensitive to any pattern which may have developed in- 
dicating that one employment agency is the key to one construction 
job? In other words, is there a grapevine or word-of-mouth opera 
tion by which the construction men become aware that in order to 
get a job at contractor A at their base, say, in Turkey, that the pro- 
per employment agency to go to is employment agency B? Does that 
happen ? 
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Mr. Diton. The system that is used, the man applies to the con- 
tractor for a job. He is told that there are not any openings or they 
won’t be hiring for a month. 

On his way out the innocent bystander says, “If you want a job 
with the company why don’t you go to A agency or B agency 2” 

The employment manager does not tell the man that they won’t 
hire unless he goes toan agency. It isthe bystander that hangs around 
the company office that tells them what agency to go to, or he has 
applied for a particular position, and there is not anything open. The 
next day he picks up the newspaper and he sees an agency ad in for 
the job that he was applying for. 

He goes down to the agency, and after he signs a promissory note 
agreeing to pay 5 percent of his yearly salary, he is sent right back 
to the company where he had applied in the first place. 

Mr. Rice. You spoke a minute ago about the latitude permitted 
the contractor or his recruitment office in advertising. 

Mr. Ditton. That is correct. 

Mr. Rice. I take it from that that on a cost-plus-a-fixed-fee con- 
tract, as most of these are on overseas construction, that the Govern- 
ment permits the contractor 

Mr. Ditton. That is a reimbursable item. 

Mr. Rice (continuing). To advertise with considerable latitude? 

Mr. Ditton. Yes. 

Mr. Rice. I want to show you a letter that you turned over the 
other day, and ask you what that is. 

Mr. Duwon. This is a company that advertised in Fairbanks, 
Alaska, for men to go to Turkey. 

Mr. Rice. What does the advertisement say ? 

Mr. Dixon. It says: 


Superintendents, foremen, operators, for heavy construction roads and air- 
ports overseas; crusher operators, finishing machine operators concrete paving; 
electricians, heavy equipment foremen, assistant superintendents (labor) ; super- 
intendents, aggregate production, concrete paving of equipment. All must have 
had heavy experience on road and airport construction. High salary plus main- 
tenance allowance, transportation furnished, call or wire collect Metcalfe-Ham- 
ilton Grove Co., 67 Broad Street, New York City. 


Mr. Rice. What paper is that from ? 

Mr. Ditton. That is in the Fairbanks News-Miner of Tuesday, 
October 16, 1951. 

Mr. Rice. I see; and that company is in New York that is doing 
the advertising ? 

Mr. Ditton. That is 67 Broad Street, New York. 

Mr. Rice. What does the letter say ? 

Mr. Ditton. This is dated Eielson Air Force Base, APO 937, 
Seattle, Wash. 

Mr. Rice. That is then an address for an operation in Alaska, is 
it not? 

Mr. Ditton. That is correct. 

Dear Jim: As per this ad that you will please find enclosed I would say 


that Metcalf are sure hard up for men when they have to come all the way to 
Fairbanks, Alaska, to hire overseas help. 

There is more work here than any of us can conceive and paying very high, 
all the buildings are enclosed and steam heated for the work of finishing them 
throughout the winter, plenty of new work already planned for next spring. 
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Should Jack Cuba show up at your office at any time give him my best regards 
and say “Hello” te him for me. 
Best regards to all, say hello to your wife too. 
Sincerely, 
MILTON R. WRIGHT. 


Mr. Rice. We will offer that, Mr. Chairman, as an exhibit. 

Senator Jounson. Without objection it will be incorporated in the 
record. 

Without objection the Chair will alse incorporate in the record the 
resolution of the Senate Armed Services Committee yesterday desig- 
nating the chairman to conduct this hearing, and st: iting that the 
presence of the chairman shall constitute a quorum. 

(The resolution referred to follows :) 


Excerpt From MINUTES oF EXecurivE MEETING OF SENATE ARMED SERVICES 
COMMITTEE, JANUARY 10, 1952 


On motion by Senator Hunt, the committee unanimously authorized Senator 
Lyndon B. Johnson, chairman of the Preparedness Subcommittee, to take sworn 
testimony in New York City, on and following January 11, 1952, and for the 
purpose of taking testimony shall be considered a quorum of the Preparedness 
Subcommittee of the Committee on Armed Services. 

Mr. Rice. We take it from that that you would say the construction 
worker who wrote to you from Alaska thought that advertising in an 
Alaskan paper was a needless gesture for a New York company, is 
that mght ¢ 

Mr. Ditton. Not only that, but the idea that the men brought to me 
was that the advertising in Alaska was a subterfuge to be able to s: 
that they had advertised in the paper and could not secure the proper 
help and therefore had to go to the private employment agencies to 
get the help. That was the consensus of the conversation “that was 
had with the men in my oflice when they saw that ad. 

Mr. Rice. Now, then, Mr. Dillon, suppose there had been a me- 
chanic or a workman in Alaska who was interested in that advertise- 
ment, and answered that advertisement. Who would pay his way to 
come to New York to apply / 

Mr. Doon. There is not anything in the advertisement that says 
that the company would pay his fare. We would assume that the man 
would have to pay his own fare to New York. But in the event that 
the company would pay his fare to New York on the basis that after 
he got here he may pass the physical examination, he may qualify 
for the job—in that event the ultimate cost would rest on the Gov- 
ernment. 

I see no reason for advertising in Alaska. If we draw a circle from 
Boston to Washington, there are 50 million people living within that 
circle, and in a population of that size there certainly should be every 
type of man that would be needed. 

Mr. Rice. All right, sir. That brings us up to what appears to be 
a reservoir of men here capable of doing the job overseas. 

Mr. Ditton. That is correct. 

Mr. Rice. What happens to the United States Employment Service 
in the picture? Is that an effective organization ? 

Mr. Ditton. Not at the present time, for the simple reason that 
most if the contractors do not utilize the New York State or the United 
States Employment Service. 
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Mr. Rice. The contractors do not tell the United States Employ- 
ment Service that they have jobs available, is that the idea ¢ 

Mr. Ditton. That is the idea; and from talking to the United 
States Employment Service, I find that when they do they give them 
a job that they know would be practically impossible for them to fill, 
and then say, “Well, we tried your services; you could not supply us, 
so we had to go somewhere else to get these men. 

Mr. Rice, Well, is it not incumbent upon the United States Employ- 
ment Service to go around and find out what jobs are available, to 
contact the contractors, or do you know / 

Mr. Ditton. I do. I had one man in my office who said that he 
had been around to all of them; they brought him in, sat him down—— 

Mr. Rice. You are talking about a man now—— 

Mr. Ditton. One of the men from the United States Employment 
Service. 1 don’t recall his name offhand, because I didn’t pay too 
much attention to it. 

He is brought in, he is treated fine; they talk to him about their 
job, but there are never any men needed at the time that he is there. 

Mr. Rice. Do you make a distinction between the New York State 
Employment Service and the United States Employment Service ¢ 

Mr. Ditton. Well, it all was one; I don’t know whether it is sepa- 
rated or not, but here we call it the New York State Employment. 
There is some connection with the United States. 

Mr. Rice. Yes; it is subsidized in part by it. 

Mr. Ditton. That is right. 

Mr. Rice. So that as a practical matter you do not. find that the 
State employment service or the United States Employment Service, 
as it may be, is an effective channel of employment 

Mr. Ditton. It would be if they were given a chance, and by that 
I mean a real chance. All of the men needed by the company, if they 
would place their order with the United States Employment Service, 
I am positive that they could get it. 

The United States Employment Service has offices all over the 
United States. In the event that there was a shortage of men in any 
one section, the United States Employment. Service could send a call 
out to any other of their offices where there was a surplus of men. 
It is almost impossible to say that they could not furnish the men 
required, at no cost. 

Mr. Ricr. We have here a picture developing through you that the 
employment agencies play an important part in attracting personnel 
for these jobs “and that the United States E mployment Service is a 
little bit behind. 

Now, then, do you find that that affects the type of employee who 
is obtained ae the overseas job? In other words, do some of the 
high-grade, real good capable mechanics resent the idea that they 
may have to pay a fee and seek work elsewhere in other fields 

Mr. Ditton. There have been hundreds of my men that have said 
that they would rather starve than pay an agency fee for the right 
to work. They go from one town to the other, they go from here 
to the west coast, wherever the contractors may have their main office, 
trying to avoid the payment of a fee for the job. 

I have found that while there are quite a few qualified men that 
do pay an agency, they pay it not through choice but because they 

can't get the job otherwise. 
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Mr. Rice. Now, taking the other side of the picture, the qualified 
men resisting the idea, do we find occasionally what you might call 
unqualified men or lower-grade mechanics or men who would not be 
able to hold up their end in good private enterprise, do you find that 
they are able to obtain employment and find themselves overseas on 
these Government-backed projects through this medium ? 

Mr. Ditton. That has proved itself, that that is the condition that 
exists; and while some of the agencies, in going around to the con- 
tractors claim that they investigate the man’s background, the men 
who come into the office say that the only investigation they make 
is if the man is in a position to pay the fee that they want for the 
job. 

Mr. Rice. In other words, there is a screening process of some 
kind? 

Mr. Dizton. There is supposed to be; I don’t know that it exists. 

Mr. Rice. I see. So that it is possible for a man who possibly does 
not measure up to slip through occasionally if he has the money ¢ 

Mr. Drtton. That is correct. 

Mr. Rice. Or can borrow the money to get the job? 

Mr. Dron. That is correct. 

Mr. Rice. What does that result in overseas? 

Mr. Ditton. It results in the man’s getting over there—he should 
never be sent to an overseas job in the first place. The man that is 
a qualified workman resents the fact that he has to carry this man or 
teach him the trade. If he refuses to teach the man the trade or carry 
him, as we call it, the man is discharged and must pay his own way 
back to the country. In that event someone else must be hired at 
a cost to the Government of sending him over to take that man’s 
place. 

Mr. Rice. Who pays his way over, Mr. Dillon ? 

Mr. Drton. The Government pays the way over—the contractor, 
but the contractor is reimbursed. 

Mr. Rice. If he goes over, then it is at the Government expense; 
if he does not measure up and has to be sent back, that is a loss to 
the Government, is it not? 

Mr. Ditton. It is, because the man has to be replaced by someone 
else. But if the man hasn’t been over there long enough to have 
sufficient funds to pay his way back, the Government must pay the 
man’s way back, too. There is a certain type of man that we call 
joy riders that try to get out on these jobs with no intention of work- 
ing. They are just going for the sightseeing. Now, that isn’t in 
just one or two instances, that is in hundreds of instances. 

Mr. Rice. Mr. Dillon, I want to show you another letter that was 
turned over to us the other day, and ask you if you recognize that, 
and tell us what it is. It is a handwritten letter, a little difficult to 
read, and we have a typewritten copy made from the face of it there. 

Mr. Ditton. This is from Casablanca, November 8, 1951. 

Mr. Rice. First of all, what is it, a letter that you received ? 

Mr. Ditton. This is a letter I received from one of the members 
of the Construction Men’s Association who is working in Casablanca. 

Mr. Rice. That is at one of the air bases? 

Mr. Ditton. He is working for the Atlas Constructors, Atlas Con- 
struction Co., which is building the bases in French Morocco. It 
reads—would you want me to read it? 
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Mr. Rice. Yes; go ahead. 
Mr. Ditvon (reading) : 


CONSTRUCTION MEN’s ASSOCIATION, 
Casablanca, November 8, 1951. 


DEAR JIMMIE: I think it is about time I was sending in my fee for the next 
year, and also the $5 for the tax fund. 

I have completed 5 months’ work so far and like it very much. I have been 
lucky and have worked every day 12 hours a day. I am one of the few who 
stays on the job every day, and not let the lures of Casablanca get me in trouble. 
We have a canteen at camp where one can get beer, soft drinks, toilet articles, 
papers, magazines, and some clothing. And there is usually a good movie in 
our recreation hall 4 nights a week. Right now the rainy season is starting 
and it gets pretty cold and damp. So far we have no heat in the tents, but 
expect heaters soon. From the gossip there is 700 or 800 men trying to get home 
before the first of the year. Some can’t stand the cold and rain, while others 
are just lonesome. There has been a tremendous turnoyver—— 


Mr. Rice. What was that, seven or eight hundred men? 
Mr. Ditton. That is what the letter reads. I have another one 


here that gives a larger amount, and with your permission I will read 
that. 


There has been a tremendous turnover of men with most of them getting fired 
for drinking and getting in trouble. 

You may send my new card to my home address and it will be forwarded. 

Thanking you, I am, sincerely 





and I would rather not read the man’s name, if I am permitted, 
because if I do the man will be summarily discharged for daring to 
write to me. 

These men, if they give me an affidavit about being forced to pay an 
agency fee or if they write to me « ‘omplaining about anything, they are 
blacklisted from any chance of going out of the country again. 

Senator Jounson. What company r employs this man? 

Mr. Ditton. This man is employed by the Atlas Constructors. 

Senator Jounson. Where? 

Mr. Ditton. At French Morocco. 

Senator Jounson. Do you have any estimate of the total number of 
men employed by that company at that place? 

Mr. Ditton. It is between three and four thousand. 

Senator Jounson. Is that three or four thousand American citizens? 

Mr. Ditton. That is correct. I don’t know the native records. 

Senator Jomnson. How did he get this job? How did the company 
obtain those workers? 

Mr. Dition. As far as I know they have not gone to the employ- 
ment agencies. In other words, I have not ree eived any affidavits that 
the men have, although I have a letter that one of my men over there 
a gathered up quite a number of affidavits that men had to pay, 
but the letter says “as soon as my typewriter arrives I will send them to 
you,” so for this hearing they are worthless if they are in Morocco. 

Senator Jounson. Well, of a total of 3,000 men, the author of this 
letter says that approximately 800 of them are trying to get home ? 

Mr. Dutton. Return, that is right. 

Senator Jonson. Have you had any word from any persons other 
than the author of this letter that would substantiate that figure? 

Mr. Dirtion. I have here a letter which I will offer which is from 
French Morocco, and dated November 29, 1951. 

Senator Jounson. And the other letter is written November 8? 
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Mr. Ditton. That is correct. | Reading: ] 


Dear Jim: I was just talking with a fellow who said that 917 men from two 
of the projects here, Casablanca and Sidi Slimane, have booked passage on the 
American Export Lines to return to the States before Christmas. One ship will 
be booked solid with Atlas personnel. It is going to leave us pretty short-handed 
and the worst part of it is that so many of the good real construction hands are 
among those leaving. Some of the few fellows who have arrived recently don’t 
seem like they will last too long either. It’s going to mean a lot of broken con- 
tracts but many of the men whom I have spoken to had made up their minds a 
couple of months ago. Their reasons range frem homesickness, which they won't 
admit, to lack of overtime. Everyone is getting in a 60-hour week but had been 
making a lot more until a month ago when they cut it down. 

Many fellows complain about the huts that they are living in are cold and 
damp. And they really are. They have no stoves but a letter on the bulletin 
board assures them that they have been ordered and should be in soon, but that 
doesn’t warm up the huts any. ; 

I have some agency affidavits that I have been trying to get typed for a week. 
I can get them signed and sent to you. 

I have just put the man’s card number in our association down for 
the reason that I explained. He would be blacklisted and denied the 
right to go out of the country again. 

Senator Jounson. Without objection, that letter will be incorpo- 
rated in the record at this point. 

One letter tells you that there are approximately 800 out of a total] 
of some three or four thousand coming home because of dissatisfaction 
and another letter tells you the figure is 900. 

Mr. Dition. 917. 

Senator Jounson. Have those men had time to get back ? 

Mr. Ditton. I know that there have been quite a number of them 
come in; I have no idea of figures. 

Senator Jounson. Have any of them contacted you on their return ¢ 

Mr. Ditton. All of these men are not members of our organization. 

Senator Jounson. I did not ask you how many are members of the 
organization ; but whether any of them have contacted you since their 
return / 

Mr. Ditton. Oh, yes. 

Senator Jounson. Approximately how many? 

Mr. Ditton. I would judge some days there are 20. some days there 
are 5 or 6, some days it is 2 or 3. 

Senator Jounson. What reasons do they give for leaving the job? 

Mr. Ditton. A number of reasons, but when we-— 

Senator Jounson. Is the turn-over in this Government work, in 
your judgment, greater than it is with private business on private 
operations overseas ¢ 

Mr. Ditton. Oh, I would say so. 

Senator Jonnson. What do the men tell you is the reason for such 
a heavy turn-over ? 

Mr. Ditton. The men that have been sent over are not real con- 
struction men, they are not qualified, and the main reason seems to 
be poor supervision. 

Senator Jounson. You say, Mr. Witness, that they are not real con- 
struction men—— 

Mr. Ditxon. That is correct. 

Senator Jounson (continuing). And not qualified. 

Do you mean that the agency of the Government supervising this 
construction, and the experienced contractors who handle it do not 
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have screening processes that would determine whether a man is quali- 
fied before they go to all the expense of hiring him and paying his 
transportation overseas and agreeing to pay him substantial wages 
and overtime while he is there ¢ 

Mr. Ditton. I have written a letter to Mrs. Rosenberg of the 
Defense Department suggesting that a screening board be set up 
separate from the contractor to screen the men that the contractor 
has hired, to make sure that he is qualified before he is allowed to 
leave the country. 

Senator Jounson. You mean there is no screening board in existence 
now ¢ 

Mr. Ditton. None. The personnel manager interviews the man, 
and he decides whether the man is qualified or not. 

Now, there are certain qualifications that the man should fill. Those 
conditions are waived in certain cases. If there hasn’t been too 
many apply for that position, in other words, if the qualifications are 
high and they do not find a man with those high qualifications they 
lower the qualifications in order to get someone to fill that position. 

I suggested down in the Chief of Engineers’ office that rather than 
the young fellows in the personnel departments, that the majority 
of these companies have, that they hire a real construction man as 
their personnel manager, a man that has been out of the country, has 
done the work and is now too old or is crippled up and can no longer 
vo out of the country. 

In my opinion it would save the Government thousands of dollars 
to have a man like that in rather than have an office boy. 

The company could have the young fellow to do the paper work, 
but the older construction man would be the man that would inter- 
view and screen these men before they are sent out of the country. 

Senator JoHnson. Does the Government have any screening process 
of its own in connection with the employment of these men ? 

Mr. Ditton. During the war they did have. 

Senator Jounson. What do you mean by “during the war”? 

Mr. Ditton. Well, these bases were being built during the war 
also, 

Senator Jounson. During what war? 

Mr. Ditton. The last war. 

Senator Jounson. World War II? 

Mr. Ditton. World War Il. When you hired a man he had to 
be passed by the Corps of Engineers before the contractor was allowed 
tosend him. Of course, there were a lot of men who slipped through, 
because with the best screening in the world you are going to have 
some that will slip by. 

Senator Jounson. You are talking about the past now? 

Mr. Ditton. That is right. 

Senator Jounson. Forget about the past now. We have a war— 
whether it is a “police action” or a little war—going on now and I 
would like to know what screening process the Government has. 

Mr. Ditton. None that I know of. 

Senator Jounson. None that you know of ? 

Mr. Ditton. At the present time. 


» 
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Senator Jounson. Here is an overseas military base where approxi- 
mately 3,000 men are employed, and your evidence by letter and per- 
sonal conversation with 10, 15 and 20 men a day—— 

Mr. Ditton. That is right. 

Senator Jonnson (continuing). Tells you that there is a 25 to 
3314 percent turn-over on that job largely because the men were im- 
properly selected, improperly screened and not qualified in the first 
place; is that correct? 

Mr. Dirtxon. That is correct. 

Senator Jounson. I assume you mean not qualified for the job that 
was assigned to them ? 

Mr. Ditton. Not qualified for the classification that they were to 
go over there and perform, that is, the type of work they were to 
perform. 

Senator Jounson. If the Government had no screening on quali- 
fications for the type of work they were going to perform, what 
screening did the contractor or the Government or the agency provide 
so far as security is concerned ? 

Mr. Dion. The man is fingerprinted, his fingerprints are sent 
down to Washington. He has a loyalty check here in the United 
States before he is allowed to leave. 

Senator Jounson. Who fingerprints him? 

Mr. Ditton. The contractor. When I worked with the contractor, 
they did that, and sent it down to, I believe, the FBI. 

Senator Jounson. And you know the fingerprints went from the 
contractor to the FBI? 

Mr. Dixon. It did at that time. 

Senator Jounson. At what time? 

Mr. Ditton. During the war. I have—— 

Senator Jounson. During World War II? 

Mr. Ditton. That is right. 

Senator Jounson. You have no information on what has happened 
since ¢ 

Mr. Dit1on. I don’t know the procedure they follow at the present 
time. 

Senator Jounson. Do you know that they fingerprint men at the 
present time ? 

Mr. Dition. To the best of my knowledge, I do believe they do. 

Senator Jounson. Do you know whether they send the fingerprints 
to the FBI for check at the present time ? 

Mr. Ditxon. I believe—not to my personal knowledge, but I believe 
they do, 

Senator Jounson. Do you know whether the FBI ever rejects men 
or not / 

Mr. Ditton. No, I can’t say from personal knowledge that they do. 

Senator Jonnson. Do you know of anyone that has been rejected ? 

Mr. Ditton. None that I have ever come into my office. 

Senator Jounson. Do you know of any other screening process 
that takes place so far as security is concerned ? 

Mr. Ditton. No, I don’t. 

Senator Kerauver. Mr. Chairman, may I ask just one question ? 

Senator Jounson. Senator Kefauver. 

Senator Keravver. I just wanted to ask, Mr. Dillon, how general 
and widespread is this practice of requiring craft workers in one 
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way or another to pay tribute to employment agencies before they 
are sent overseas ? 

Mr. Ditton. This has been going on, I would say, since about 1940. 
In fact, that was one of the reasons that we started the Construction 
Men’s Association. 

During World War II, most of the information about where we 
were building the bases was secret. The only way that you could 
find out who was hiring the men was either by word of mouth from 
someone who had gone ‘down there or from the employment agencies. 

There were 500 of us returning from Africa on the West Point. 
The men got together and said, “Why can’t we or ganize an association 
that will ‘get this information and pass it on to us,” because as soon 
as they landed in New York they were going to scatter to their homes 
all over the United States. That was the beginning of the organ- 
ization, because they objected at that time to paying a fee. But dur- 
ing 1940 I don’t believe that the laws of the State ‘of New York allowed 
you to charge 5 percent of a year’s salary for a mechanic. The law, 
I believe, has been changed. “I know that it has been changed, but i 
don’t know the exact date when it was changed. 

The employment agency law read that if it was a yearly contract 
and at a yearly salary, they could charge up to 5 percent; but I under- 
stand that the agencies went to Albany and asked them to insert one 
word in the law, the “ec omputed” yearly salary. That allowed them to 
charge a mechanic. Previously to that it was more or less a profes- 
sional classification that they could charge 5 percent. 

Senator Krravver. I did not want to interrupt the general line of 
questioning, but I thought the record ought to show at this time 
whether it is 50 percent, in your opinion, or 75 percent of the machinists 
and the carpenters and craft workers who are sent overseas to do 
work on these bases, whether they are paying this 5 percent, or have 
had to pay it or whether you think it 1s a smaller percentage. 

Mr. Drtxon. I would not know whether it was 50 percent of the 
men, because, you see, according to the statistics put out by the De- 
partment of Labor, there are 183 people working outside the United 
States—— 

Mr. Rice. 183, did you say? 

Mr. Ditton. 183,000. We only have 10,000 members in our organi- 
zation, which means that an awful lot of men would be hired that 
would not be members of our organization, so there would not be 
any way that I could say whether 50 percent paid or didn’t pay. 

Senator Keravuver. Well, I assume your organization gives the 
men some protection against paying this 5 percent, or at least they 
would be more likely not to pay it, in order to get employment if 
they were members of your organization; I presume that is true. 
But among the members of your organizatien, your 10,000, how many 
or what percent would you say paid the 5-percent employment fee? 

Mr. Ditton. Again I will have to say that the majority of the 
men are afraid to give me affidavits for fear that they will be black- 
listed. I have a man—I don’t know whether he is in the room to- 
day—that gave me an affidavit that he had to pay for the job in 
Greece that we were doing there under the Marshall plan. He was 
blacklisted for 2 years because he dared to give me an affidavit. 
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The fear is in most of these men, but sometimes some of them will 
get mad enough that they do not care what happens. I have not any 
idea. 

Senator Kerauver. By whom are they being blacklisted? I do not 
understand. 

Mr. Ditton. The contractor and the employment agency. 

Senator Kerauver. How can the employment agency blacklist any- 
one! It is the contractor that does the employing. 

Mr. Ditton. This man. 

Senator Keravuver. I know what you mean, and I think we all do, 
but without regard to whether you have affidavits or not, your best 
expert idea about how many—what percentage of your 10,000 people 
have been joining these 5-percent employment agencies 

Mr. Ditton. Oh, I would say at least 40, 50 pe reent a them. 

Senator Keravuver. Somewhere around half of them, at least ? 

Mr. Ditton. That is right. 

Senator Kerauver. And your opinion would be that half of them 
in your organization would be doing this, that those who do not belong 
to any organization like yours, it would be either that percentage or 
higher that would be doing the same thing? 

Mr. Ditton. That would be my opinion. 

Senator Kerauver. That is what I wanted to get at. 

Mr. Ditton. Yes. 

You see, the practice also goes on on the west coast, not only here on 
the east coast. The agencies in San Francisco and Los Angeles, and 
so forth, do the same thing . that is, charge the fee. 

It is my understanding | that in San Francisco the fee is one-half of 
the first month’s salary; it is not 5 percent, the same as it is here in 
New York. Now, that is what the men tell me; I haven't any knowl- 
edge of my own. 

Senator Jounson. Senator Kefauver , are you finished ? 

Senator Krravuver. I wanted to ask one other question. What 
service other than the original contact does the so-called employment. 
agency render? 

“Mr. Ditton. I don’t know of any other service. 

Senator Kerauver. That is all. 

Senator Jounson. What is the difference between paying a lawyer 
5 percent to get you a contract with the Government, and paying a 
private outfit 5 percent to get you a job with the Government ¢ 

Mr. Dutton. I don’t believe there is any difference, except that 
when you pay a lawyer 5 percent to get you a job from the Govern- 
ment, you add that into the cost of the Government contract. But 
when a man pays the agency 5 percent to get him a job, he can’t add 
that to the salary that he wants. 

Senator Jounson. Senator Hunt? 

Senator Hunt. Mr. Diflon, what activities have you noticed on the 
part of the United States Employment Service to recruit men for 
these out-of-State jobs? Do they advertise, do they send out re- 
cruiters, do they have a list of your membership? Just what activi- 
ties do they display in attempting to make an effort to supply this 
labor ¢ 

Mr. Ditton. They have on their payroll men that go around to the 
different employers to try to secure a list of the openings that the em- 
ployer may have. They, in turn, get in touch with the people who have 
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registered with them to offer them a position with that company, if 
they desire, but from what I can understand in my conversation with 
the men from the United States Employment Service, the contractor 
does not give them a chance. He never has an opening. He doesn’t 
need any men, so naturally they could not advertise for the men to 
come into their office if they didn’t know of any position open. 

Senator Hunt. Do you know, Mr. Dillon, of any situation where a 
contractor has a written agreement with a private employment agency 
to supply him the necessary labor and crafts for any particular job, 
and if they have such a contract, is it exclusive ¢ 

Mr. Ditton. I don’t know of any employment agency having any 
written agreement with the contractor, although the employment 
agency law says that no private employment agency may send a man 
to an employer unless he has a bona fide order. 

Now of course, that bona fide order could be a telephone conver- 
sation, it does not have to be in writing. 

There was—no, I can’t say offhand that I can remember of anyone 
where they have an exclusive right to furnish men—I guess not. 

Senator Hunr. Does your organization, the Construction Men’s 
Association, make any other charge excepting the initial fee and the 
yearly dues for men that you place / 

Mr. Ditton. We try not to place any of our men, because if we 
placed them that would bring us under the employment agency jaws. 

Perhaps, I should say that our men are prima donnas. Now, I 
will have to explain that. If a man has worked in one country, and 
you tell him about a good job there, he doesn’t want to go there; he 
wants to go some place else. So what we do we put in our news sheet 
the names of the contractors who have the job. It is up to the man to 
vo there if he wants or to wait until there is something 1n some coun- 
try that he desires to go to. 

We try not to place the man because that would lead to getting an 
emp Jloyment agency license, you might say, in every State in the 
Union. We try not to make any effort to more or less force the em- 
ployer to take any one of our men. 

The man applies. If he has the qualifications that the employer 
is looking for, the man has a chance to be hired. 

At one time we did offer to set up a screening board that would 
examine the men as to their ability. We offered to do that for the 
contractor free of charge if the man was one of our members. No 
one ever took advantage of it. 

We thought in that way that a man that, we will say, is a carpenter 
would not be able to go and convince someone that he is a carpenter 
superintendent, and that happens on an awful lot of jobs. 

We would examine him by qualified men to make sure that he was 
qualified in the position that he was applying for, which is practically 
all that a screening board could possibly do. No one ever took ad- 
vantage of our offer. 

Senator Hunt. Well, Mr. Dillon, then at the present time the only 
service that - render to the men who pay your yearly dues and your 
membership fee is this news release that you put out occasionally, 
once a month, is that correct ? 

Mr. Ditton. It goes once a month. Not only that, the man has an 
awful lot of problems that he brings up to me. He comes back— 
suppose he is discharged—he was hired, we will say, in San Francisco. 
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The company paid his transportation from San Francisco to New 
York. When he was discharged, they bring him as far as New York 
and leave him stranded. Now, it is up to that man to get back to 
his home the best way he can. 

We have tried every way to find some means of getting that man 
back home. In other cases the man has family trouble, and we try 
to help him out on that. 

We have an insurance policy, an accident insurance policy, that 
is furnished tothe men. Of course, it-is not furnished free of charge; 
it costs him $20 for $4,000 accident policy. I don’t believe that you 
can get anything cheaper than that. I know the man couldn’t as an 
individual. 

The office is used as their address, it is used for a man to get. in touch 
with a friend that has worked with him somewhere before. They 
often write in to me to purchase things for them that they can’t get 
over on the job. 

Senator Hunr. One more question. Is it your opinion that the 
USES is not more efficient simply because and due primarily to lack 
of cooperation on the part of the contractors and not the lack of 
initiative on the part of the USES? 

Mr. Dixon. I don’t believe it is lack of initiative on the part of the 
USES. 

Senator Jounson. Anything further, Senator Hunt? 

Senator Hunt. That is all. 

Senator Jounson. Senator Stennis / 

Senator Srennis. Mr. Dillon, you said several times these prospec- 
tive employees go to a construction company and are told there are no 
vacancies, and then go to an employment agency and are sent back to 
the same company. You say you cannot bring those witnesses here. 

Have you talked to these men yourself ? 

Mr. Duuion. I have, and I believe that I could produce at least three 
or four if I had a little more time. You see, I have the case of one 
man that comes from White Plains, I have another man who is here in 
the city, but he is working in the city, and I did not know about this 
hearing until the 7th, so I was not able to get them. 

Senator STeNNis. You swear now that you have talked to about how 
many that have reported such practices to you ¢ 

Mr. Ditton. Well, I would say at least 25 or 30. 

Senator Srennis. Within the last 12 months? 

Mr. Ditton. That is correct. 

Senator Srennis. Within the last 3 months? 

Mr. Ditton. Not within the last 3 months; within the last 12 months, 
because the hiring out of the country has only picked up again within 
the last 12 months. It was very slow last year. 

Senator Srennis. You used the word “we” a while ago in talking 
about the services rendered to the membership. Whom were you talk- 
ing about, yourself ? 

Mr. Dizon. And our board of directors. 

Senator Stennis. How many paid employees does this Construc- 
tion Men’s Association have / 

Mr. Ditton. I am the only one, except the girls working in the office, 
and the man that is in charge of our west coast office. 

Senator STENNIS. How many besides you, now ? 
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Mr. Ditton. There are three girls in the office here; there is one man 
and a girl in charge of the San Francisco office. 

Senator Srennis. Then you have a board of directors selected from 
the membership ? 

Mr. Ditton. That is correct. 

Senator Stennis. Are you the general manager ? 

Mr. Drtxon. I am the executive secretary. ‘That is the only one in 
our association that draws a salary. 

Senator Stennis. What is your salary ? 

Mr. Ditton. $50 a week. 

Senator Jounson. Any other questions, Senator Stennis / 

Senator Stennis. No, that is all; thank you. 

Senator Jounson. Senator Kefauver ? 

Senator Krrauver. I just wanted to ask two more questions. You 
and Senator Johnson had a colloquy, and you said the only dif- 
ference between this and the 5 percent pay to a lawyer was that 
the firm included the 5 percent in its cost. But wouldn’t these men 
rather pay the Government—work for the Government for 5 percent 
less than to have to pay this 5 percent to agencies? In other words, 
isn’t the amount they have to pay—isn’t all that figured in the wage of 
the man, so does not the Government pay after all? 

Mr. Ditton. Senator, 1 would like, if you would allow me, to give 
some figures. Suppose a man is hired for $400 a month to work out 
of the country. He is what we call a white collar worker. That 
means he is not a manual worker and, therefore, does not receive 
overtime regardless of how many hours of overtime he may put in. 

Now, the man will be required to work between 60 and 70 hours in 
an awful lot of these jobs. He receives $400 a month. 

It sounds like an awful lot, but 25 percent of that is taken out each 
pay to pay his return transportation in the event that he does not re- 
main on the job until the end of his contract. That means that there 
is a hundred dollars a month taken out of his pay right there. 

There is 20 percent income tax taken out of the man’s pay, and there 
is another $80. The man pays $10.50 a week room and board, and that 
is $42. “ 

He must have at least $10 a week to spend over there, otherwise he 
will have to depend on his friends for cigarettes, and so forth. That 
leaves that man $220 out of his $400, or an average of about $30 that 
he can send home to his family each week. 

That man has gone over to Morocco or up to Newfoundland, we 
will say, to Turkey or out to the islands, and the actual take-home 
pay that he can send to his family amounts to about $30 a week. 

If that man has been forced to pay 5 percent of his yearly salary 
to an agency to obtain that job, he has not got much left. 

What the laborers and mechanics, which we call the manual work- 
ers get—they are much better off. If they work 70 hours a week, they 
are ‘paid time and a half for every hour over 40, but the so-called 
administrative or white collar worker he can be forced to work as 
many hours as they deem necessary without receiving anything. 

Senator Kerauver. The point I was trying to make, though, is that 
regardless of whether the company pays ‘the 5 percent or whether the 
man pays it, it is all figured in, and is an ultimate charge upon the 
United States Government. 
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Mr. Diti0n. Well, as I understand it, any fee that the man pays to 
the employment agency can be deducted from his income tax, so ulti- 
mately the Government would pay. I don’t know whether that is 
true or not, but it has been told to me that it is a deductible item. 

Senator Kreravuver. Just one other question, Mr. Chairman, This 
probably will be brought out in more detail by other witnesses, but 
I have always thought that these employment agencies or rather the 
employment section of the construction companies, that the Army or 
the Air Force or the Navy had their representatives there to join in 
the screening and the conversations with prospective employees. 

Mr. Dition. I have never seen it. I wouldn't be able to tell of one 
place that has it. 

Senator JoHnson, Are you through, Senator Kefauver ? 

Senator Kreravver. Yes. 

Senator JoHNson. You have spoken very generally about the con- 
tractors, about the overseas jobs, and about the private employment 
agencies. 

Mr. Dron. Yes. 

Senator JouHnson. I wonder whether vou would say for the recora 
that you have first-hand knowledge of certain contractors who engage 
in these practices you have discussed, and whether you would name 
those contractors for the record. 

Mr. Ditzon. [ believe we could name the Metealf, Hamilton Co.; 
we have affidavits to back up that statement. 

Senator Jownson. Is that the company named in the advertise- 
ment that was read here earlier this morning ? 

Mr. Ditton. That is right. 

Senator Jounson. Any other companies? 

Mr. Dit1on. No, I would not want to go on record without having 
affidavits to back me up on that. The men that come down to the 
office—you see, I don’t have the personal knowledge myself; I have 
not applied to any of these companies or any of these employment 
agencies for jobs. I have my men come in and tell me, but that is 
hearsay, and I would not want to be under oath on hearsay. 

Senator Jounson. Then the company you name as guilty of the 
practices that you have described as costly and wasteful and unfair 
is the Metealf, Hamilton Co. ? 

Mr. Ditton. That is the only one that I have affidavits to back up 
my statement. 

Senator Jomnson. Where are they? What is the location of their 
overseas base / 

Mr. Ditton. They had a job in Teeland, they had a job in New- 
foundland, and they have a job in Turkey. 

Senator Jonnson. All right. 

Would you name some of the private employment agencies that 
make this 5 percent charge to which you have referred ¢ 

Mr. Ditton. There are only, I would say, less than 3 percent of the 
employment agencies in New York City that take care of overseas 
work. There is the Ross Employment Agency, the Personnel Service 
Bureau—I can’t think, there are about a dozen, but I can’t think of 
them all right now. I don’t know whether I have got stage fright or 
not. I know there is one up on Thirty-fourth Street, and I cannot 
for the life of me think of the name of it. 
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Senator Jounson. Are the names you have mentioned the names 
of private employment agencies guilty of the practices you have out- 
lined to the committee ? 

Mr. Ditton. That is correct; charging that fee ; yes, sir. 

Senator Jounson. Do you have a copy of the contract that they 
enter into with the application for the job? 

Mr. Ditton. No; I don’t happen to have one with me. I can supply 
the committee with one if I could get back to my office. 

Senator Jounson. Summarizing, you have stated to the committee 
that, in your judgment, there is great waste in connection with the 
overseas construction carried on by the Government; that there is a 
waste in advertising; that there is a waste in public funds in that the 
United States Employment Service is totally ineffective in placing 
these men; that there is inadequate screening; that many men are 
selected that are not qualified. 

The information that comes to you in your capac ity as head of the 
Construction Men’s Association, made up of 10,000 members, is that 
the turn-over rate runs from 25 to 35 percent of these jobs. 

Mr. Dizton. It runs higher; it runs up as high as 50 percent on 
some of them. 

Senator Jounson. Could you give us a specific example of that? 

Mr. Ditton. I had the monthly record of the job in French Morocco, 
but I forgot to bring it up with me. It is in my office. 

Senator Jonnson. How high was the turn-over rate on that job, 
according to your information ¢ 

Mr. Ditton. In November it was my information that it was 49.7, 
in November. 

Senator Jonnson. Are you familiar with the cost to the Govern- 
ment in connection with the employment of these individual men— 
costs such as the recruitment staff, the cost of training, cost of 
screening tests, the cost of the preparation of passports, the cost of 
domestic transportation, the cost of overseas transportation, the wages 
paid while the men are being transported, and the approximate total 
cost per man on any of these jobs? 

Mr. Ditton. It would be my opinion that it would run pretty close 
to 32,000 apiece. 

Senator JouNson, $2,000 a man ? 

Mr. Ditton. Apiece. 

Senator Jounson. Could you give the committee any breakdown on 
that? I ask that question because the committee had an analysis pre- 
pared which was somewhat shocking to the chairman. The analysis 
disclosed that it cost the taxpayers of this country $63 for telephone 
and telegraph and stationery and recruitment st aff per man; it cost an 
additional $25.05 for training; it cost $115 per man for screening tests; 
the cost of preparation for shipment, physical examination and pass- 
port was $9.88; the cost of transportation State-side was $101.66; the 
cost of overseas transportation—the Vv use “l MATS—therefore there is 
no charge figured in; the wages paid while they were getting the man 
to the actual work site was $638, or a total cost in excess of $953 per 
man before they ever got any work out of him. Based on a total of 
4,000 men for this one construction job alone, the taxpayers of this 
country had to pay almost $5 million to get less than 4,000 men to the 
job. 

Mr. Dition. Yes, sir. 
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Senator Jounson. Now, that was less than a thousand dollars per 
man, and you testified that you know of instances where it is costing 
approximately $2,000 a man. Could you tell us what job, where it is 
located, what contracting firm ? 

Mr. Ditton. I have not been in foreign construction since 1945. 
At that time it cost approximately $1,200 to send a man to Newfound- 
land. 

The figures I got were based on what it cost at that time to send a 
man to Eritrea, Africa, that is where we were building a base at that 
time. 

I have no means of getting the figures from the companies. When 
they say they use MATS and there is no charge, when these men are 
brought back from a job, and they are brought back by MATS, the 
company withholds $500 out of that man’s salary. 

Senator Jounson. The Chair did not mean to leave the impression 
that it did not cost anything to operate MATS. What he meant to 
say was that the cost of operating MATS was not included in the $953 
per man figure. 

Mr. Ditton. Now, I don’t know of any job—perhaps one way up 
north that uses MATS exclusively—Newfoundland or Iceland or, we 
will say, Africa, or out on the Pacific, they use private commercial 
planes or commercial lines; flying the man across the country are the 
commercial lines. 

Now, in order to break down the cost per man, I believe that some 
of these doctors for the physical alone charge $35. You mentioned 
$9 and something. That was another thing that I had in mind, that 
the Army and the Navy, both, have their own medical set-up. Per- 
sonally, I don’t see any reason why the men are examined by private 
doctors, but that was beside the point. 

Sending a man to, we will say, Africa is bound to cost. about $500 
in transportation alone. Having an office, that is a personnel office—— 

Senator JoHnson. You mean transportation from here to Africa? 

Mr. Ditx0n. That is right. 

Senator Jounson. Well, the figures I gave you included nothing for 
that, and it still ran approximately $1,000 per man. 

Mr. Dron. Yes. 

Now, to set up a personnel office by the company, it depends on 
exactly how many persons you have in that personnel office. There 

can be 5, there can be 15 or 20. I don’t believe that the Government 
specifies how many you are allowed to have. 

Then, you have your recruiters scattered across the country. If they 
were hired in New York, we will say, for instance, and were sent to 
St. Louis, they receive $9 a day per diem, plus their salary, for being 
away from home. 

Senator JoHnson. You mean the recruiters for whom? 

Mr. Ditton. For the—— 

Senator Jonnson. Contractor ? 

Mr. Ditton (continuing). The contractor. 

Senator Jonnson. I thought that is why we have the United States 
Employment Service. I thought it was located in principal cities of 
the country to do job recruiting. 

Mr. Ditton. Well, these men are sent out to interview the men. 

Senator Jounson. Can’t that interview be made by the employment 
office? 
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Mr. Dutxon. It could, but I believe-—— 

Senator Jonnson. The Government pays the expense of both of 
them. Isn’t that an unnecessary duplication ? 

Mr. Ditton. It seems that in the final analysis, even after the United 
States Employment Service did interview a man, that someone in the 
company would have to interview him to make sure that he was the 
type of man that they wanted. I don’t know of any company that 
would just depend on someone working in the U nited States Employ- 
ment Service to judge whether the man was qualified or not. That is 
generally why they send their own recruiter to these different cities 
to talk to the men. 

Now, it depends on how many recruiters are out. All of that must 
be added up in the cost per man. 

Senator Jounson. In jour judgment, is the cost per man excessive? 

Mr. Ditton. I believe so. You send a man that is hired in San 
Francisco to New York; you are going to ship the man out of New 
York City. The man is paid his ‘salary coming across the country; 
he is paid $9 a day per diem while he is waiting here in New Y ork, 
perhaps for his passport or for transportation to take him across. I 
think that is an excessive charge; I don’t think it is necessary. Why 
couldn’t the man be shipped right straight across? Why should he 
stop here in New Y ork if he was hired on the west coast to go across? 

Senator Jounson. One further thing, Mr. Witness: Would you 
submit the names of any additional contracting firms that may occur 
to you as being guilty of these practices that you have outlined, 
together with the names of any employment services that you may not 
be able to think of at the moment? Please file them with the staff 
during this hearing. 

Mr. Dron. I will. 

Senator Jounson. Any names of specific firms or specific agencies 
that you may have in mind. 

Mr. Dion. Yes. 

Senator Jounson. Any other questions, Counsel ? 

Mr. Rice. Going back to the security and processing, or lack thereof, 
has it ever come to your attention that it appeared that possibly some 
subversives or Communists had slipped through and become employed 
on some of these foreign projects or even possibly saboteurs or some- 
thing of that sort? Do you have any information along that line? 

Mr. Duson. I issued a statement about the 18th of October ; I be- 
lieve it was about the practice of giving the Americans a full loyalty 
screening, and then going into the foreign countries and hiring every- 
one that comes along without any screening as to their loyalty or any- 
thing else. 

I don’t believe it was a month after that that there was an article 
in the paper that the French had discovered a Communist plot in 
French Morocco where we are building the bases. 

Mr. Rice. Do you have the article you are referring to? 

Mr. Ditton. Ido not. I turned it over to the investigators 

Yes; this is the article. This protest was published in the Engi- 
neering News-Record. 

Mr. Rice. I am talking about the article relating to the Communist 
uprising against the Moroccan base. 

Mr. Ditton. Yes; that is right. It was October 18 that I gave the 
press release. It was November 19 that the French discovered a Com- 
munist plot there in French Morocco. 








24 HIRING FOR WORK AT OVERSEAS BASES 


Mr. Rice. Has it ever come to your attention that exclusive of 
foreign hiring—people hired at the job—that some of those hired in 
this country may have been instrumental in subversive activities ? 

Mr. Ditton. I have not any instances that I know of where any 
subversives were hired in this country. 

I believe that the FBI screening on that is very thorough. There 
may be, but it has not come to my attention. 

Senator Jounson. Do you have any knowledge whatever that the 
FBI actually passes on these fingerprints ? 

Mr. Ditton. Only from saying that they passed on mine when I 
applied to go overseas. 

Senator JouNson. When was that? 

Mr. Ditton. That was back in 1941 and again in 1942. 

Senator Jonnson. Do you have any information that in the last 
12 months the FBI has passed upon fingerprints and checked up 
on all people going to be employed in these overseas bases ? 

Mr. Driaon. No; I have not. 

Senator Jounson. Have you ever made any inquiry ? 

Mr. Ditton. I have not personally; I have not any personal knowl- 
edge except that it was what I understood was the procedure that 
is followed. 

Senator Jonnson. Are there other questions ? 

Before you leave the stand, would you care to detail any specific 
instances of waste of the taxpayers’ money that have come to your 
knowledge? You have pointed out the waste in advertising, and you 
have pointed out the waste in this 5-percent kick-back or this 5-per- 
cent fee to the private agencies. 

You pointed out the great waste in the selection of men who are not 
qualified, and the huge turn-over on these Government contract jobs 
compared to the turn-over in private jobs. You pointed out the in- 
adequate screening and the general ineffectiveness of the United States 
Employment Service in connection with recruiting workers for these 
bases. 

I think these six or seven points that you have made should be 
brought to the attention of the Government agencies, the Corps of 
Engineers, the Navy, or whatever Government agency has charge of 
supervising these jobs, so that they can consider the recommendations 
you have made. 

Now, before you leave the stand, would you care to point out any 
other evidences of waste or money going down the drain that you 
know of and that you think ought to be called to the attention of the 
Government agency responsible for the disbursement of these funds? 

Mr. Ditton. I have here, and I will offer to the committee, a bulletin 
that was put out in Morocco on December 6. It reads: 

The Christmas holiday—— 

Mr. Rice. By whom was that bulletin issued ? 

Mr. Ditton. By the construction manager. It says 

Mr. Rice. Of what ? 

Mr. Ditton. N. D. Teters on the Atlas Construction job. 

Mr. Rice. That is on the air base in Morocco? 

Mr. Ditton. That is right. [reading:] 





The Christmas holiday will commence at midnight on Friday, December 21, 
and end at midnight on Tuesday, December 25. The New Year holiday will 
commence at midnight on Saturday, December 29, and end at midnight on 
Tuesday, January 1. 
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Then, I have a letter signed by 14 men. 

Mr. Rice. What is that, a 2-week period there? 

Mr. Dixon. It is about a 7-day period in the 2 weeks, starting the 
22d of December and ending the 1st of January. 

Mr. Rice. Yes. 

Mr. Duton (reading) : 


We are employees of Atlas constructors in French Morocco, Africa, stationed 
at Camp Sidi Slimane. And, after talking things over, we the manual em- 
ployees would like to register a protest about the working hours we are getting 
here. 

The contracts which we signed at different points in the United States guar- 
anteed us a minimum of 173 hours each month, however, we were also told that 
we could work at least 12 hours a day and 7 days a week. This sounded fine. 
But when we arrived at the job site we found that the picture is not as bright 
as it was painted. In fact, we work 10 hours a day and 6 days a week. Be- 
sides we were arbitrarily given a 4-day holiday at Christmas and will also have 
a 3-day holiday at New Year—without pay. We were not consulted about these 
holidays. 

We left our families for a year to help our overseas projects, not to take un- 
necessary vacations. Our object was to do everything possible to complete this 
base as soon as humanly possible, as we know that base is of the utmost im- 
portance to the safety of our country. If we had thought otherwise, we would 
not have come here and would remain in the States to enjoy the ease and com- 
forts at home. 

There must be something wrong when so many men have left this base to 
return home and many others are contemplating to do so in the very near future. 
We feel as though the Sundays that we are hanging around camp are wasted 
and would certainly prefer to work on those days and are unable to see why not. 

We would appreciate it very much if you would look into this matter imme- 
diately and correct it if it is possible. 

I would like to point out these men are not members of my organi- 

zation, but there isn’t anyone that they can turn to to speak for them, 
and that is why they come to me. 

Mr. Rice. In other words, the point of that communication is that 
there is considerable high pressure to complete the job in a hurry, and 
the men are under the impression that they would get long hours, and 
suddenly are notified that they will take a forced vacation ? 

Mr. Ditton. Yes. They feel that if it is a prime nec essity for the 
defense of the country that that base should be finished, that every 
day possible should be used to finish the work. 

We have another one here about the 2 d: ays that were lost due to 
inventory [reading]: 

Yes; they shut down the whole project for 2 days to take inventory: as you 
know, any schoolboy can make a paper cut-off and take his inventory on the go. 
Bad weather and the famous 7-day shut-down accounted for the rest of the lost 
time, which brings to mind another development— 

Senator Jonnson. That is a letter from a worker on what project ? 

Mr. Ditton. In Casa Blanea in Morocco. 

Senator Jounson. What is the date of it? 

Mr. Diiio0n (reading) : 


Effective tomorrow, the 7th, we go on a 6-day 10-hour schedule 


Senator Jounson. Seventh of what, December ? 

Mr. Ditton. That would be the 7th of January; he wrote the letter 
on the 6th. 

Mr. Rice. 1952? 

Mr. Ditton. That is right [reading] : 

Effective tomorrow, the 7th, we go on a 6-day 10-hour schedule, 60 hours a 
week, and that is all. Now if the projects here in Moroecco—— 
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Senator Jounson. Sixty hours a week, you mean ? 
Mr. Dixon. Sixty hours [reading | 


Now if the projects here in Morocco are so important that expense is no object, 
why in hell do we have a condition like this? During all the bad weather the 
last 2 months, the men worked in rain, duststorms, and what have you, but now 
that the weather is clear and beautiful we are cut down to 60 hours a week. I am 
of the opinion that what this stinking mess here needs is a good public airing. 
Why not get hold of some sensational columnist_and give him something to set 
his teeth into? And you will get results, especially since the Air Force wants 
more money from Congress. Since taxes are what they are in the States, and 
this is election year, publicity is your best weapon. 

But, remember, if investigators are sent here, they are carefully herded around, 
wined, and dined (I know how it is done; I used to be a superintendent), and 
sent away with a feeling that all is well. Naturally, with such carefully con- 
trolled reports from investigators, there is no doubt that the ones responsible 
for gross waste and efliciency will no doubt be loaded down with medals. Boy, 
is the damn-fool taxpayer (includes me) being taken for a sleigh ride. 

We have a man here rated as a superintendent, name of Don Winn, in 
charge of plumbing, refrigeration, and boilers. To date every one of the 
Cleaver-Brooks boilers that we have has had to be retubed, simply because Mr. 
Winn does not know that when using water with a high mineral content such as 
we have here, compound must be used to prevent excessive scaling. Mr. Winn 
has a car and chauffeur, a nice office complete with a red-headed secretary, and 
has ruined boilers that should last a minimum of 5 years without retubing. Oh, 
brother, do I get sore sometimes. I am not a sorehead, nor a discontent, I plan 
on staying out my contract, but when I see such examples of gross stupidity 
riding around in the plush, I burn up. If you want dates, places, USCE numbers 
of the ruined equipment, I shall be happy to give. 

It looks as though there is a steady infiltration of MK men, most of them 
are good construction men. There are, of course, a few donkeys, but they are 
always with us. If and when they ever take over, there muy be u marked im- 
provement. a 

Mr. Rice. What do you mean by “MK”? 

Mr. Ditton. MK is Morrison-Knudsen, 

Mr. Rice. Contract men ? 

Mr. Ditton (reading) : 

Flash P. A. Just heard that two or more Army engineer officers are to be dis- 
ciplined for that 7-day lay-off over the holidays, after all bellyaching does some 
good, doesn’t it? While we are hot on the subject, let’s torpedo a few more of 
them. How’s about it? 

Senator Jonson. Mr. Witness, I want to ask you this question. 

Mr. Ditton. Yes. 

Senator Jonnson. You have outlined six or eight or nine specific 
instances of gross waste of the public’s money, as you see it 

Mr. Ditton. Yes. 

Senator JoHnson (continuing). To this committee. 

Have you brought to the attention of the contractors or the Govern- 
ment agencies operating these jobs, these specific instances of waste 
that you have pointed out to the committee ? 

Mr. Diiion. I have a copy of a letter here of a man that resigned in 
Morocco—— 

Senator Jonnson. Let us see that you understand my question. 

Mr. Dutton. Yes. 

Senator JouHnson. You have outlined to the committee seven or eight 
specific instances of waste of public money. 

Mr. Ditron. That is right. 

Senator Jounson. Have you outlined those instances to, A, the con- 
tractors on the job—— 

Mr. Ditton. Not to the contractors. 
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Senator Jounson (continuing). Or, B, to the Government agency 
supervising it ? 

Mr. Ditton. I have been down to the Defense Department. I took 
four of my men along with me, and I talked to Mr. Fanning. 

Senator JoHnson. Mister who? 

Mr. Dutton. He is Mrs. Rosenberg’s assistant. 

Senator JoHnson. When was this? 

Mr. Ditton. This was the day before Thanksgiving. 

Senator Jounson. Of 19514 

Mr. Ditton. That is right. 

Senator Jounson. Did you call to Mr. Fanning’s attention the same 
thing that you have discussed before this committee / 

Mr. Ditton. I could not because I did not have this letter at that 
time, but I brought this man’s resignation—— 

Senator Jonnson. What I mean is, did you complain to Mr. Fan- 
ning about the 5-percent fee that was being required ¢ 

Mr. Diivon. I did. 

Senator Jounson. Did you complain to Mr. Fanning about the huge 
number of men being employed who were not qu: alified ? 

Mr. Duion. I did. 

Senator Jounson. Did you complain to Mr. Fanning about the ex- 
cessive turn-over at these bases ? 

Mr. Dixon. | did. 

Senator Jonnson. Did you point out to him that in your judgment 
as head of an organization of 10,000 men they were not conducting 
adequate screening tests ¢ 

Mr. Ditvon. I did. 

Senator Jounson. Did you point out to him the ineffectiveness of 
the USES as reported to you by your men ¢ 

Mr. Ditton. I did. 

Senator Jounson. Did you recite to him the waste in advertising, 
as illustrated by the Alaskan advertisement that you brought to the 
comuittee ¢ 

Mr. Ditton. I did. I showed him that copy. 

Senator Jounson. What did Mr. Fanning say ? 

Mr. Ditton. That they would investigate it and he would report 
back to me. He agreed a hundred percent with me because he was 
familiar with the employ ment agency set-up, because he was a former 
New Yorker. 

Senator Jounson. Do you have Mr. Fanning’s initials? 

Mr. Ditton. No, I don’t. 

Senator JoHNnson. Do you have his title? 

Mr. Ditxon. He is now handling industrial relations for the De- 
fense Department, I know that. 

Senator Jounson. Is he in charge of industrial relations for the 
Defense Department ? 

Mr. Ditton. That is right. 

Senator Jounson. And you saw him the latter part of November ? 

Mr. Ditton. That is right. 

Senator Jounson. And this is the early part of January—what 
have you heard from Mr. Fanning since then. 

Mr. Dit10n. Nothing. 

I also went over to the Chief of Engineers Office, and took 
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Senator Jounson. Did you see anyone else besides Mr. Fanning 
when you went to Washington ? 

Mr. Dutxon. I went over to the Chief of Engineers Office and talked 
to Mr. Munger. 

Senator Jonson. Do you have his given name ? 

Mr. Ditton. Mr. Irving Munger. He is administrative assistant 
to the Chief of Engineers. 

Senator Jounson. And you recited the same statements to him 
that you made to Mr. Fanning? 

Mr. Dutton. That is right. 

Senator Jonnson. What did he tell you? 

Mr. Ditton. And Mr. Munger sat. with us and I allowed my men 
to talk with him and explain the things first hand to him. He said 
he would send an investigator over to look mto those things that we 
were talking about. 

Senator Jonnson. Send him over where ? 

Mr. Ditton. To the other side, to Morocco. I brought out and gave 
him a copy of this resignation. 

Here is a man that was 25 years a plumber. He went over to the 
job to be a plumbing superintendent. He was put under a man that 
this investigation showed ran a potato-chip factory. This plumbing 
super intendent was getting $850 a month. 

Mr. Rice. Which one, the man writing the letter or the potato-chip 
factory operator ? 

Mr. Ditton. The man writing the letter. 

Well, I suppose the potato-chip man was getting the same be- 
‘ause 

Senator Jounson. What is the relation between potato chips and 
plumbing ? 

Mr. Ditton. Well, the man was not qualified. 

Senator Jonnson. Not qualified to be what, a potato-chip operator 
or a plumber 

Mr. Ditton. To be a plumbing superintendent, the position he was 
holding. 

Mr. Rice. What does the man say ¢ 

Mr. Dixon. In order to be a plumbing superintendent a man would 
have to serve an apprenticeship and serve his trade. This man, 
according to the man’s investigation over there, had never been a 
plumber in his life. 

Now, what I was bringing out was the man was getting $850 a 
month. This man over him sent him down to work in the warehouse. 

Mr. Rice. Does he cite chapter and verse there? Is that his letter / 

Mr. Ditton. Do you want me to read it? 

Mr. Rice. Yes. 

Mr. Ditton. He sent this a in to the project manager of 
the Atlas job. This is to Mr. N. D. Teters, construction manager, 
Atlas Constructors, 3 Rue de Lille, Casa Blanca, French Morocco. 

DeEAR Mr. TeETERS: On June 21, 1951, I was employed by Atlas Constructors as a 
plumbing superintendent, after submitting definite proof that I was qualified 
to perform in such a capacity. 

Part of my recent work history reveals that I conducted a plumbing and 
heating business for 3% years before concluding a successful 18-month overseas 
contract for Vinnell Corp, on Okinawa as plumbing superintendent. 


Mr. Rice. I wonder if you could read a little louder. 
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Mr. Dun (reading) : 


I possess a valid plumbing and heating contractor’s license issued by the State 
of California, also contractor’s licenses issued by the county of Los Angeles and 
the city of Los Angeles. These licenses are obtained by a rigid examination and 
should indicate that I possess a fair knowledge of the industry. I have also 
been a member of the United Association of Journeymen Plumbers and Steam- 
fitters Association for more than 10 years. 

Upon arrival in Casablanca I fully expected to be assigned to this type of work 
and assume the responsibility my classification entailed. However, I immedi- 
ately encountered a political set-up and, from my personal observation, I found, 
in my opinion, not one qualified plumber in a supervisory capacity in the plumb- 
ing department. Even at this late date, the proper tools or proper materials have 
hot been procured to perform the job in a manner to conform to the Uniform 
Plumbing Code. I have yet to see one requisition submitted for plumbing 
materials which has been properly executed. 

In regard to unqualified supervisory personnel, here is a typical example: 

I was assigned to the Nouasseur “tent city” project (then project No. 7) about 
July 1, 1951. Before I could get both feet on the ground, so to speak, and obtain 
plans and learn sources of supply, I was informed on July 3, by Mr. R. R. Ritchie 
that project No. 1 and project No. 7 were consolidated and that, effective imme- 
diately, he was my boss and I was to take orders from him. I asked Mr. 
Ritchie what his classification was, and he told me he was plumbing superin- 
tendent but refused to reveal his rate of pay. 

Subsequent investigation by me proved that Mr. Ritchie was a journeyman 
plumber at the rate of $2.70 per hour. His classification was officially changed 
to “plumbing superintendent” on July 16, 1951, at the rate of $850 per month. 

On July 5, 1951, Mr. Ritchie and a Mr. Berry (classification still unknown) 
informed me that I was no longer needed on the project and to report to Mr. 
Echols’ office, which I did. Mr. Echols seemed to have no knowledge of the 
reason for the change and neither did Mr. Don Winn when I asked them why I 
was removed from the project. 

The next day 1 was transferred to the central warehouse. No explanation 
has ever been given me for this assignment. 

For your information, my investigation discloses that Mr. R. R. Ritchie, a local 
hire, falsified his employment application to gain employment with Atlas Con- 
structors. Mr. Ritchie is not a plumber in any sense of that term and has no past 
history to qualify him for his present position. He was not employed by the 
Globe Automatic Sprinkling Co. of Philadelphia for 10 years as a sprinkler en 
gineer, as he indicates upon his application. Mr. Ritchie was discharged from 
the military service in this area in 1945 and married a local girl. He has spent 
most of the intervening time here, but not engaged in any phase of the plumbing 
industry. He operated a potato-chip factory for about 2 years near the vicinity 
of the present staging area prior to his employment by Atlas Constructors. The 
Class of work being done at Nouasseur at present, under his supervision, does not 
conform to any standards of the plumbing industry, nor will it reflect to the 
credit of Atlas Constructors in the final analysis. 

In view of the fact that I have no assignment of a constructive nature, I earn- 
estly request your consideration of allowing me to be “surplused” and returned to 
the United States. 

Your kind consideration will be appreciated. 

Respectfully yours, 
WALTER LAVALLEY, 
Plumbing Superintendent 


If you will notice- 

Mr. Rice. Yes. 

Mr. Dint.on (continuing). This man was put in a warehouse in July. 
He did not send his resignation in until October. The man was draw- 
ing S8)0amonth. He was doing absolutely nothing in the warehouse, 
except drawing his salary, and that is why he quit. 

Mr. Rick. Whom did he write that letter to? 

Mr. Ditton. Mr. N. D. Teters, construction manager, Atlas Con- 
structors. 
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Mr. Rice. How did you happen to come into possession of a copy 
of that? 

Mr. Dixon. He gave me a copy when he returned to the States to 
show me how he resigned the job. 

Mr. Rice. I think we would like to receive that for the record, Mr. 
Chairman. 

Senator Jonnson. Without objection, that will be made a part of 
the record at this point. 

Mr. Ditton. All right. 

Senator Jounson. Any other questions of the witness? If not, we 
thank you for the evidence you have presented to this committee. 

The committee now will call Miss Grace E. Cooke, executive secre- 
tary of the National Employment Board. 

Miss Cooke, will you raise your right hand and take the oath, please? 

Do you solemnly swear the testimony you give this committee will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Miss Cooxe. I do. 

Senator JoHnson. Counsel, will you proceed with your examination. 


TESTIMONY OF GRACE E. COOKE, EXECUTIVE SECRETARY, 
NATIONAL EMPLOYMENT BOARD 


Mr. Rice. Have a chair, Miss Cooke, and make yourself comfortable. 

Miss Cooke, are you appearing here as a voluntary witness? I 
think we received a communication from you, after there was some 
yublicity indicating that there would be a hearing by this committee. 
Ts that correct ? 

Miss Cooke. That is true. 

Mr. Rice. And you communicated with us and were invited down? 

Miss Cooke. That is true. 

Mr. Ricr. What is your position, Miss Cooke ? 

Miss Cooke. I am the executive secretary of two national organiza- 
tions. I speak for the National Employment Board—— 

Mr. Rice. Yes. 

Miss Cooke (continuing). And the Employment Agencies Protec- 
tive Association of the United States. 

Mr. Rice. Where are your headquarters located ? 

Miss Cooxe. In Boston. 

Mr. Rice. In Boston ¢ 

Miss Cooke. Yes. 

Mr. Rice. Whereabouts? 

Miss Cooke. 7 Water Street. 

Mr. Rice. 7 Water Street / 

Miss Cooke. That is correct. 

Mr. Rice. And those are then organizations of employment 
agencies ¢ 

Miss Cooxr. That is right. 

Mr. Rice. An association of employment agencies ? 

Miss Cooker. That is right. 

Mr. Rice. I see. You have a paper there. Do you have a statement 
that you would like to make? 
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Miss Cooxe. Well, I prepared a very brief statement, not covering 
all the points I would like to present, thinking I could better do that 
after I heard testimony. 

Mr. Rice. Yes. 

Miss Cooke. But, if I may make a brief statement and then follow 
that with a supplemental statement in a brief 

Mr. Rice. Go right ahead. 

Miss Cooke (continuing). I would like to do so. 

I speak for the members of the National Employment Board and 
the Employment Agencies Protective Association of the United States. 

So that you may have a general idea of what the board and pro- 
tective association are, 1 would like to give you their object and 
purpose, and something of that for which they stand, and the reason 
for their very great interest in the investigation this committee is 
conducting. 

Mr. Rice. I do not like to interrupt you, Miss Cooke, but I wonder 
how many members or employment agencies are members of your 
various associations there, approximately ? 

Miss Cooxr. We have members in both groups, between six and 
seven hundred. Then, we have cooperating organizations; that is 
to say, State associations of employment agencies. 

Mr. Rice. And those are all over the country ? 

Miss Cooke. That is correct. I have special authorization to speak 
for 10 of them today. 

Mr. Rice. So that you are the spokesman for the group and have 
special authorization from 10? 

Miss Cooxr. That is correct. 

Mr. Rice. Have you been in that capacity for a little while, a few 
years ¢ 

Miss Cooke. Thirty years. 

Mr. Rice. I see. Go right ahead, Miss Cooke. 

Miss Cooker. The National Employment Board is an association 
operating for the mutual benefit of the fee-charging employment 
agencies, employers, and the employment-seeking public. 

Through lawful and frank cooperation of its members, it is com- 
mitted to remove from its field of endeavor such abuses and trade 
customs as are contrary to sound business principles and the highest 
standards of practice. 

The board was organized—and, to borrow from its bylaws, its object 
and its purpose is to promote constructive publicity regarding the fee- 
charging employment-agency service; to create a better understand- 
ing, acquaintance, coordination, and cooperation among the agencies 
serving men and women engaged in technical, educational, profes- 
sional, commercial, and office personnel; to increase the efficiency of 
the agency service by the promotion of effective methods for serving 
employees and employers; and, by the investigation and study of in- 
dustrial and economic conditions, to set and maintain the highest 
standards of practice and to amply protect its members against all 
acts, methods, and practi~»s inimical to the best interests of the service. 

The Employment Agencies Protective Association was organized in 
1923, its object and purpose being to constructively serve the private 
or fee-charging employment agency in every posible way; to protect 
the agencies’ service against all acts, methods, and practices inimical 
to the best interests of the agencies and of the public which they serve. 
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Some of the members of the latter group object to the word “pro- 
tective,” thinking it carries with it a negative suggestion that the call- 
ing needs some “special kind of protection. That is not at all the 
meaning that the name or the purpose of the organization is intended 
to convey. 

In a large measure, the true significance of the word it to be found 
in the last part of the association’s object and purpose: To protect the 
interest of and the public which it serves. 

The National Employment Board is more a professional association 
of the white-collar agencies, while membership in the protective asso- 
ciation is open to agencies of all classifications who will subscribe to, 
work for, and live up to its object and purpose. 

It can be said with all sincerity that the so-called ae here 
employment agency—and this term I use to distinguish the class o 
agency for which I speak from the class of the so-called private agen- 
cies that charge no fee for their services—I have broken the thought— 
it can be said with all sincerity that the so-called fee-charging em- 
ployment agency—then I give the reason why I use “fee-charg- 
ing” 

Mr. Rice. Yes, go right ahead. 

Miss Cooke (continuing) Is organized for the betterment and the 
development of the public. It should, therefore, be readily seen that 
we, as a calling, as a group, would be the first to have stamped out 
abusive practices, and where they exist to deal with them ruthlessly. 

Senator Jounson. Miss Cooke, could you speak a little louder. 
Some of the people in the front row appear to be having difficulty. 

Miss Cooker. Yes. 

The business of an employment agency is the sale of a personal serv- 
ice; and, in the words of a former attorney general of Massac husetts, 
“It differs in no material respect from that of the doctor or the lawyer. 

Agencies are regulated and supervised. A license is a requirement 
for the conduct of an agency in most areas throughout the country, 
with possibly two or three e xceptions in the Northwest and the South, 
where no agencies are found, there not being sufficient demand for 
such services to make them a profitable undertaking. 

The calling known as the fee-charging employment agency has 
lately been receiving destructive newspaper publicity. One charge, 
the most recent one that has come to my attention, 1s that collusion 
exists between the agency and the personnel managers of contractors 
engaged in Government work. 

From one press report, I quote: 





Contractors don’t go to tax-supported United States Employment Service for 
workers but to private employment agencies, mostly in Ne w York City. Then, 
to get jobs, workers have to turn over 5 percent of a year’s pay to some agen- 
cies. Committee staff is checking on charge that personnel managers of some 
eontractors are getting kick-backs from employment agencies. 

Why don’t contractors go to the United States Employment Serv- 
ice for their workers instead of to the fee-charging agencies ¢ 

Senator Jomnson. Are you still reading from that article? 

Miss Cooxr. Yes. 

Senator Jounson. Who was the author of the article ? 

Miss Cooxr. No: I ended my quote ation. These are my words now. 
Why don’t contractors 
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Senator Jounson. In what paper did the article you read from 
appear ¢ : age 

Miss Cooxe. In all of the Scripps-Howard publications, I should 
say, a week ago last Saturday. I will furnish you or leave with your 
committee a copy of that newspaper release. 

Senator Jounson. Who was the author of that article? 

Miss Cooke. These are my words: Why don’t contractors go to the 
United States Employment Service for their workers instead of to 
fee-charging employment agencies? 

While that question can best be answered by the contractors them- 
selves, the question raises other questions. Are the contractors able 
to secure persons of the type and experience they seek at the United 
States Employment Service? Could it be said that they go to the 
fee-charging employment agency because they are registered men with 
experience and background that the contractor is in need of 4 

It is my understanding that when the Government enters into an 
agreement With a contractor to perform a service or to build a strue- 
ture or to manufacture an article, that agreement contains so-called 
specifications specifying quality and quantity of material that is to 
go into the building or into manufacture of the article. 

The Government wants the very best, or it should, that its money 
will buy, and it has 

Senator Jounson. May [interrupt you there / 

Miss Cooker. Yes. 

Senator Jounson. Is it your opinion that the Government is not 
getting the very best out of this employment service that it operates 

Miss Cooker. I find it difficult to answer that question. 

Senator Jonnson. Is it your experienc e that contractors can get 
better-qualified people through the private services than they can 
through the Government services ? 

Miss Cooke. They can get them through the private services. 
Whether they can get them through the public office, I am not prepared 
tosay. That question—— 

Senator Jounson. You donot have any information on that ¢ 

Miss Cooker. That question, I think, could best be answered by the 
contractor. 

The question that I raised, whi don’t the employe rs go there, I 
think I stated, raises two other questions. Could it be that they don’t 
find the men there? Could it be that they do find them at the agencies 
we term the fee-charging employment agencies ? 

Senator Jounson. That is what I want to know, could it be’ done. 
Do you know whether it could be or not? Can you give the committee 
any information about whether it is impossible for the contractor to 
get qualified people from the Government agency ¢ 

Miss Cooker. [could not answer that. 

Senator Jonmnson. You do not have any information on that subject 
at all? 

Miss Cooker. No, I believe the contractor should answer that ques- 
tion because he can best answer it. If he hasn’t tried to secure his men 
through the public employment office, then we are firmly of the opinion 
that he should, provided he has tried and been unsuccessful, we see 
no reason why he should not be allowed or privileged to seek the 
services of the fee-charging agency where such men are to be found. 
Have I answered your question ? 
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Senator Jonnson. No; you have not answered my question ; but you 
have given your opinion as far as it goes. 

Miss Cooxe. Yes. I couldn’t answer you; I don’t know, Mr. Chair- 
man. 

Senator Jounson. You do not have any opinion whatever as to the 
efficiency of the USES ? 

Miss Cooxr. USES is a competitor. I want to answer your ques- 
tions. Frankly, I don’t know. I have heard stated that the men de- 
sired in many instances are not obtainable at the public office. I have 
heard no statement to the effect that the public office wasn’t efficient 
in its management, that its methods and policies weren’t what they 
should be. 

Senator Jounson. Could you tell the committee why, in your opin- 
ion, a person would prefer to give a private agency 5 percent in order 
to get a job rather than go to a public agency and get a job for 
nothing 

Miss Cooke. Well, time is of the essence in all employment service. 
If employment is delayed a week, 2 weeks, or 3 weeks, the 5 percent 
has been paid to avoid the delay. 

Moreover, there is the cost to the man out of employment of going 
into his bank account or running up bills for his sustenance. 

Senator Jounson. In other words, during a delay he loses more 
than the 5 percent he would have to pay a private agency ? 

Miss Cooker. Exactly. 

Senator Jounson. Therefore, I assume you feel there is much more 
delay if you are dealing with the USES s than there is if you are deal- 
ing with a private agency ? 

Miss Cooxr. That is my opinion. 

Senator Jounson. Do you know that to be a fact ? 

Miss Cooke. No. But men go to the fee-charging employment 
agency and voluntarily enter into an agreement with that class of 
agency for a service. 

Senator Jounson. Are you generally familiar with those agree- 
ments that they enter into? 

Miss Cooke. I am; yes. 

Senator Jounson. Do you approve of the type of agreements with 
which you are familiar? 

Miss Cooker. I did not understand you, sir? 

Senator Jomunson. Do you ge nerally approve of the type of agree- 
ment offered by the private agencies with which you are familiar ? 

Miss Cooxr. All of the agreements that I am familiar with—and 
I am familiar with most in practically every State where agencies 
are to be found—those agreements are specific, they are definite. They 
set forth the fee that the agency proposes to charge, and the fee that 
the applicant—we term the man or woman that applies to the agency 
for employment service the applicant—the fee that the applic ant is 
to pay. 

A little further on I speak of the charge, if I may proceed, and then, 
perhaps- en 

Senator Jounson. One other question. Do you believe that an 
American citizen should have to pay a fee in order to obtain a job with 
his own government ? 

Miss Cooxr. No; I don’t believe he should have to, and he doesn’t 
have to. But if in his interest and in the interest of the Govern- 
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ment he is willing to pay that fee, I see no reason why he shouldn’t 
be privileged. 

Senator Jonunson. It has been indicated to this committee that 
there have been cases where a man went to the USES and didn’t get 
results. He was told there was no job available. But when he 
got ready to leave, why, it was suggested to him that he go to a cer- 
tain agency and when he went to a certain agency they found a job 
available for him very quickly. You have indicated that you have 
suspicions in the same direction inasmuch as there was much more 
delay with USES than when he went to the private contractor. That 
would be, in effect, having to go to the private agency if he wanted 
to eliminate that delay you are talking about. Would that not be the 
case if the testimony presented by the previous witness is correct ? 

Miss Cooker. Senator Johnson, perhaps I have not made myself 
clear that as to the latter part of your statement embodied in Mr. 
Dillon’s testimony, I would very much like to treat that in my written 
statement. 

An employer goes to the United States Employment Service for 
workers, and I use the word “workers” in the broadest sense, for any- 
one who receives a wage or salary for his time. 

He does not find the workers registered, they are not there. He 
goes again and he does not find them in the number or ty pe he seeks. 

Just as you and I, we go to a shop to purchase an article, and it is 
not there, or it is of inferior quality, and we may go again, but we 
don’t continue to go. 

On the other hand, we know where we can go or: we believe we 
know, and we go there, and we find the article. 

Senator Jounson. Then are you saying that the private service, in 
your opinion offers a superior quality of service to the Government 
service ¢ 

Miss Cooke. I do; yes; I do, sir. 

Senator Jounson. Would you recommend to the committee the 
elimination of the USES? 

Miss Cooke. Absolutely no; absolutely no. 

Senator Jounson. But you would recommend improving the qual- 
ity of its service? 

Miss Cooke. I would, yes. 

It would seem of equal importance—if I may go back—the Govern- 
ment wants the very best, or it should, that its money will buy, and it 
has a right to require it. 

[t would seem that of equal importance are the services of men, 
yes and women, that go into the building of the structure or the 
manufacture of an article. 

Should a contractor be limited in his market for securing per- 
sonnel ? Shoul | he be forbidden to go where experienced and depend- 
able men are to be found? Should he be required to take next to 
the best or even those less well-qualified? I would not presume to 
say that the best are registered only with the fee-charging employ- 
ment agencies, for that is not a fact. but I do say without any hesi- 
tancy that that is one medium through which the best can be obtained. 

A poor or inefficient workman can spoil the best material. 

There is that recent repeated ch: arge carried by the press that men 
are obliged to pay 5 percent of a year’s salary or more, in fees. No 
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one is obliged to pay 5 percent of a year’s salary or 2 percent or any 
amount, for that matter, for services in locating nana employment. 

There is open to those seeking employment, whether unemployed 
or seeking new employment, medium after medium through which 
they may market their services. 

Fee-charging employment agencies have no control over employ- 
ment opportunities. Those seeking employment may secure such 
through the public employment offices maintained by the Federal 
and State Governments at a great cost, personnel departments main- 
tained by schools, colleges, labor union, fraternal organizations, and 
employer associations. 

Then there are the “Help” and “Situations wanted” columns in 
the newspapers, trade and professional publications. A large ma- 
jority of companies maintain personnel departments where men and 
women may apply directly, and then there is that vast reservoir of 
employment information through which employment may be obtained, 
where employer tells employee of openings, friends tell friends, and 
relative tells relative. 

In connection with the matter which your committee is investi- 
gating, the press has over and over carried statements charging the 
sulting I represent with requiring exorbitant fees. When does a fee 

become exorbitant? It would seem that the question could be answered 
by any one of us through personal experience. 

I may desire to purchase a service or an article of clothing or shel- 
ter, for that matter, and I hesitate to pay the price even though I 
have the funds with which to pay. It seems too much money. I may 
not buy. But I may buy the service, the article of apparel or shelter. 

After doing so I find that I have received value for my dollar. 
That which I bought is as represented and worth the cost. 

On the other hand, if I have paid more for the service or the article 
or shelter than it was worth or that I could purchase elsewhere for 
less money or, perhaps, receive for no output, that is the time that 
I become annoyed and feel the charge was exorbitant. 

So I believe it is not a question of an agency’s so-called high fee 
or low fee, but rather of the agency’s rendering the service that the 
fee permits. 

Especially is this true when there are other mediums through which 
one may secure employment w iinet the direct payment of a dollar. 

I would be the last to hinder the passage of a law to prohibit em- 
ployment agencies’ abusive practics, and to provide a steep penalty 
for violation of that law. But I see no reason why a useful, upright 

calling should be prohibited from serving its Government because of 
the possible misdeed of a few. 

I should like to say a word on the charge of collusion. To me and 
to those I represent, collusion is one of the very worst things that 
could exist. But to prohibit an employer from using the services of 
an agency, which is tantamount to prohibiting an agency’s doing 
business, is unsound and manifestly unjust. 

Rather than prohibition isn’t the remedy the passing of or amend- 
ing of existing laws on collusion, to carry a heavy penalty for viola- 
tion, and making the asking for a so-called kick-back as great an 
offense as though : a kick-back was actu: lly received ? 

I use the word “kick-back” inasmuch’ as that is the word used by 
the press. 
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Mr. Rice. When you speak of changing the existing laws, you refer 
to Federal laws? 

Miss Cooxr. Well, I don’t know whether there is a Federal law. 
If there isn’t there should be. 

Mr. Rice. You would advocate something along the line that if 
there were a fee charged or a kick-back or fee splitting—— 

Miss Cooke. Absolutely. 

Mr. Rice (continuing). On any Government job, you would ad- 
vocate 

Miss Cooke. On any job. 

Mr. Rice. Any job? 

Miss Cooke. Any job. 

Mr. Rice. You would advocate outlawing that? 

Miss Cooke. Absolutely, but I would not prohibit 

Mr. Rice. As a matter of fact, under the standards of practice of 
your organization, which you submitted, the standards say in one of 
the paragraphs here relating to fee-splitting 

Miss Cooke. I think it says it is illegal and absolutely prohibited. 

Mr. Rice. Yes; and I take it that any member of the organization 
who would be found to be guilty of that would be eliminated from 
membership, isn’t that right? 

Miss Cooke. That is true. 

The majority of the employment agency statutes have provisions 
providing for a collusion penalty, and the revocation of a license is 
the penalty in most States. 

Now, I had started into, or I state here, generally speaking, that the 
fee-c charging agency does not itself employ fora company. It brings 
the job and the job-seeking person together, and the agreement is 
consummated by the employer and the employment-seeking person, 
so that any misrepresentation or 'ack of understanding rests where it 
should, squarely on the shoulders of the person employing g, and pro- 
vided there is any lack of understanding or any misrepresentation, 
the same thing would occur were the employer to employ outside the 
confines of a fee-charging agency. 

[ will skip part of what I have prepared here, because I wish to 
deal with it in a written statement commenting not in an argumenta- 
tive way but simply furnishing facts on testimony given by Mr. 
Dillon. I am striking out quite a bit here. 

Mr. Rice. You may present it in any way you wish. 

Miss Cooke. Then I end by saying that the services of the fee- 
charging employment agency must have value else there would be 
no agenc les In existence tod: LV, for over the years there has developed 
concerted action to eliminate this calling. 

I should like some time to see written and published a treatise on 
the social and economic value of the service rendered by the fee- 
charging employment agency. 

In conclusion, I desire to state that the organizations I represent 
stand shoulder to shoulder with you in an endeavor to get at the 
truth of the charges that have been made with relation to the fee- 
charging employment agency, regardless of where the chips may 
fall. : 

Thank you. 

Mr. Rick. We certainly appreciate your statement. 
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Senator Jounson. That is a very commendable attitude, Miss 
Cooke. 

Any questions, Senator Hunt? 

Senator Hunr. I think counsel intended to ask questions with ref- 
erence to that contract, did he not ? 

Mr. Rice. Yes. 

Senator Hunr. I intended to ask Miss Cooke two or three questions. 
You have been in this particular type of work some 30 years? 

Miss Cooxe. That is true. 

Senator Hunt. You were in this work then before the passage of 
the act in 1934 establishing the USES? 

Miss Cooxe. That is true. 

Senator Hunr. Are there more private employment agencies now 
than before the USES came into existence ? 

Miss Cooxr. I think there is no substantial difference. They run 
pretty much, or the number runs pretty much, the same. It may be 
that there are more because the public has become better acquainted 
with the services offered by the fee-charging agency, and in conse- 
quence there is a greater demand for that service. I have the figures 
from year to year at the office. Unfortunately I didn’t bring them 
with me. But if anything, there are more agencies, rather than fewer, 
since the Wagner-Peyser Act was passed. 

Senator Hunr. One more question, Miss Cooke. Do you know of 
any existing contract between a construction company and any em- 
ployment agency whereby that employment agency guarantees to 
supply to the contractor sufficient labor for any articular job? 

Miss Cooke. I know of none, but I can see t the possibility of such 
existing, but not with the type of agency I represent or the regular 
licensed employment agency. I understand that there are employers 
who employ, well, we would not call them personnel managers, but 
I have heard them referred to as scouts. 

Mr. Rice. What do they call them ? 

Miss Cooke. Scouts. 

Mr. Rice. Scouts? 

Miss Cooxe. Labor scouts; their job being to secure the number of 
workers that a company might need during the year, and in con- 
sideration of the company’s giving them all of their business, so to 
speak—perhaps, I have not expressed it as well as I might—they in 
turn will agree to secure for them all of the men that are available. 
But you wouldn’t find that with any of the agencies I represent, any 
of the, what we call licensed employment agencies. 

Senator Hunr. You know of no such exclusive contracts between 
a construction company and an employment agency, private employ- 
ment agency, to furnish all the labor for any “job to the total exclu- 
sion of other private employment agencies supplying personnel for 
that same job? 

Miss Cooke. I know of none. 

Senator Hunt. Do you know of any payments that have been made 
by construction companies directly to employment agencies for labor 
furnished ? 

Miss Cooke. Well, I do know that some construction companies 
some employers, themselves pay the service charges of the agency, 
rather than having the worker or the applicant, as we term ‘them, 
pay. 
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Senator Hunr. Does the worker eventually assume that charge? 

Miss Cooxe. Not that I know of. 

Senator Hunr. Then you do have situations where construction 
companies pay private employment agencies for recruiting employees ¢ 

Miss Cooxe. Well, I would not say recruiting. 

Senator Hunt. Or supplying or furnishing? 

Miss Cooke. Well, we have agencies that accept the placement fee 
from the employer; that is, rather than the applicant paying the fee, 
the employer pays it. The majority of agencies, our members, don’t 
like that way. They believe their service “chi irge is to the applicant; 
that is the person they serve. True, to be entitled to a fee, the agency 
must efficiently serve the applicant. 

Senator Hunt. Miss Cooke, if a construction company had a con- 
tract with a private employment agency to supply personnel for a 
job, they would have no need to contact the USES or to make known 
their wants to the USES, isn’t that right ? 

Miss Cooke. I have no knowledge that any contractor has any such 
contract with any of our people. “If it would serve your purpose, or 

rather be of any help to you, I will send out a questionn: Lire to every 
agency, outside of those in the educational, nursing, and domestic 
fields, I will send out a questionnaire to every agency in this country 
asking such questions as would bring forth the answer to your ques- 
tion; and, further, I will correlate those replies, just. as they are, and 
file them with you. 

Senator Jounson. Any other questions, Senator Hunt ? 

Senator Hunt. I think that would be helpful. 

Senator JOHNSON. Senator Stennis ¢ 

Senator SreNNis. Mr. Chairman, I want to just take one minute to 
commend Miss Cooke for those very high, fine, ethical business stand- 
ards which she presented to this committee, and I trust all her mem- 
bers live up to the standards which she has testified to, and which she 
portrays here, and as one from the deep South, I also want to thank 
her for having come into contact with her fine New England 
conscience, 

Senator Jonnson. Mr. Counsel ? 

Mr. Rice. Along the lines of the New England conscience, Senator, 
I notice one of the standards of ethics says something along this line, 
that “reasonable adjustment shall be made on charges for service 
where the employment obtained by the applicant terminates within a 
reasonable period, from circumstances over which the applicant has no 
control.” 

In other words, the man gets a job and he suddenly loses a job, for 
one reason or another. 

Before you answer that, I want to read to you a section from a con- 
tract of an agency here in New York, and see what you think about 
that. This provision, relating to the termination before completion 
of the job, says in part, “that when I have accepted employment and 
remain in the position for one full week, and thereafter I am unable 
to work because of ill health, call to military service, an act of God, 
that I will”—there is a comma before that—‘that I will pay the maxi- 
mum fee for permanent position.” 

It was previously indicated that a maximum fee for a permanent 
position is 5 percent of a year’s salary. Now, what do you think 
about that? 
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Miss Cooker. I think it is wrong; I think it is wrong. 

Mr. Rice. In other words, you do not agree with that 

Miss Cooker. That is contrary to our standards of practice. 

Mr. Rice. That is contrary to your standards ¢ 

Miss Cooke. I cannot think—if I understand what you read cor- 
rectly, I cannot understand any agency that would charge a person 
a full fee when they had worked a week or 2:weeks or 3 weeks and 
then been called into the service of their country. 

Senator Jounson. Would you think that would be illegal under 
the law of the State? 

Miss Cooxe. I would like to file with you a copy of the New 
York law. 

Senator Jounson. What would be your opinion? Would that be 
and is that legal under your New York law? 

Miss Cooke. I should know the New York law backward and for- 
ward, but for the moment I can’t recall that provision. I have the 
New York law with me, which I will file with you; but whether it is 
legal, we feel this way, our members feel this way, that it isn’t enough 
to obey the law, it is not enough to obey laws; there is something 
beyond that. There is a moral law, there is a right and wrong of 
the thing. 

Senator Jounson. And you believe that any contract that requires 
a person to pay 5 percent of a year’s salary, although he may be called 
into the service of his country a week after he is assigned to a job is 
wrong, whether it is legal or illegal ? 

Miss Cooker. It is wrong. 

Senator Jounson. And you disapprove of it! 

Miss Cooke. I do. 

Senator Jounson. I want to commend you on your testimony, and 
as far asthe chairman of the committee is concerned, he heartily agrees 
with what you have said. 

Go ahead, counsel. 

Mr. Rice. I have nothing more. 

Senator Jounson. Miss Cooke, we appreciate very much your state- 
ments to the committee. 

Senator Hunr. I think it should be made a part of the record that 
the counsel has read from a standard form, from one of the leading, 
perhaps the leading, employment agency in the city in the overseas 
construction field, and I cannot understand why Miss Cooke, as secre- 
tary of this great organization, with the high ideals and ethics that 
she exemplifies here, why she does not know that these kinds of 
contracts are being written. 

Miss Cooxr. They may not be a member. There are agencies or 
the person whose contract—counsel read from the contract—who may 
not be a member of the National Employment Board. He or she may 
be unwilling to subscribe to the board’s code of ethics or their standards 
of practice. 

Senator Hunr. Might I ask you, Miss Cooke, how many private 
employment agencies you think there are in the United States, not 
members of your organization ? 

Miss Cooker. There are approximately 3,000 agencies; it may vary 
one or two hundred one way or the other. 

Senator Hunt. How many members do you have, individual organ- 
izations ? 
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Miss Cooxer. Six hundred. 

Senator Hunt. Six hundred, and there may be 2,300 over and above 
that 600 that are not members / 

Miss Cooker. That is right. 

Mr. Rice. Did you say something about some rats in the garret / 

Miss Cooke. Well, I think I said to you that in the old saying, 
having in mind the Burdick bill, to prohibit agencies performing 
certain services, I said I did not think that the answer was burn- 
ing the building to get rid of a rat in the garret. 

Mr. Rice. In other words, in your estimation there are conceiv- 
ably some agencies operating outside of the bounds of good legal or 
moral precepts and ethics, is that right ¢ 

Miss Cooker. I would presume there was in our calling, as in every 
calling, but whether they are a member or not, if we know it, we take a 
hand. 

Senator Jounson. And if they are members you propose to take 
action in connection with the contracts ? 

Miss Cooke. We call them on the carpet, s 

Senator Jounson. Any other questions / 

Senator Hunt. Mr. Chairman, I would like to get it into this 
record—I don’t think it is clear—that there are some 3,000 agencies, 
some 600 of whom are represented by Miss Cooke’s organization, and 
therefore 2,400 or by far the greater number are not represented by 
Miss Cooke's organization. 

Miss Cooxe. Well, that is true. Many do not subscribe to the 
standards of practice or the code of ethics. 

There are probably out of the three thousand, not over a thousand 
agencies that would be eligible to board membership from classifica- 
tion. Membership in that organization is open only to men and 
women serving technical, educational, clerical, commercial, and like 
pursuits, where the protective association is open to agencies >f all 
classifications; and it is through that organization and ‘ts set-up 
that we do much in the way of policing the business, and while we 
would not for one moment consider doing away with laws—they are 
essential—we believe that to complement a law and really more ef 
fective, is self-regulation, self-government, and that is what we strive 
for. 

Senator Hunt. Mr. Chairman, I want it understood that I an 
not speaking d sparagingly of the 2.400 who are not members of 
Miss Cooke’s organization. 

Senator JonNnson. Any other questions? 

Miss Cooker. I would like to say this: That many of those 3,000 
are small; they are what we call a one-man or one-woman ageney. 
We do not force membership. We do not say, “Here, you must come 
and join this organization, you must support it financially.” We do 
say that they must support it morally, that is a part of their 
responsibili ty. 

Now, when we think of numbers may we think of volume of 
business? You may have in New York City or in any of vour home 


cities a hundred retail establishments, some sn i some medium-sized, 

some large: bart the volume of busine Ss done ma ‘ be done by 5 or 10 

percent of the number. Have I made it clear? , ; 
Senator JOomNson. Yes. 
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One further question, Miss Cooke. Are you familiar or have you 
heard or have you come in contact first- hand with any of the wastes 
outlined by the previous witness here this morning in connection 
with the procedures of employment ? 

Miss Cooke. No; I have not. 

Senator Jonnson. You have not? 

Miss Cooker. No. 

Senator Jonnson. You have not any knowledge bearing upon re- 
cruiting and the waste connected with it so far as overseas military 
construction is concerned ¢ 

Miss Cooxr. No. I read the Congressional Record religiously and, 
of course, from time to time I get ‘that side, and then the National 
Employment Board is a member organization of the United States 
Chamber of Commerce. I read all of those publications. 

Then I personally am a member of my professional association, 
the American Trade Association Executives, which is made up of 
the executive managers and secretaries of the respective, so-called, 

trade associations, using trade in its broadest sense, so that I have 
all of those publice tions. 

Of course, I have heard of waste in Government; you hear it on 
every hand. 

Senator Jounson. I am speaking specifically now of overseas mili- 
tary construction. 

. Miss Cooxe. No; I have not. 

Senator Jonnson. And your answer is “No”? 

Miss Cooke. No; I had not. 

Senator Jounson. Thank you very much. 

The committee has enjoyed hearing you, and I know we will profit 
from the observations and the recommendations vou have made. If 
there is any other information which you would like to supply to 
the committee, the staff will be willing to receive it at any time. (For 
supplemental statement by Miss Cooke and letter from Donald G. 
Welman, president, National Employment Board, see appendix A.) 

We are grateful to you for taking the time to come here, and 
we appreci iate very much the fine attitude you have displayed in 

your testimony. If there are no further questions, you are excused. 

Without objection, the committee will recess until 2 o'clock. We 
hope to resume at that time with testimony from several witnesses 
that we were not able to hear this morning. 

The committee will stand in recess. 

(Whereupon, at 12:50 p. m., the subcommittee adjourned, to re- 
convene at 2 o'clock this same day.) 


AFTERNOON SESSION 


Present: Senators Johnson, Hunt, and Stennis. 

Senator Jonnson. The committee will come to order. 

The next witness scheduled is Mr. Francis A. Capell, the general 
manager of the Personnel Service Bureau. Mr. Capell, w ill you 
please come to the witness stand. 

Mr. Capell, as we stated this morning, it is customary to administer 
the oath to the witnesses. Will you raise your right hand, please? 
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Do you solemnly swear that the testimony you will give this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Carpet. I do. 

Senator Jounson. Counsel, will you proceed with the examination ? 


TESTIMONY OF FRANCIS A. CAPELL, ACCOMPANIED BY J. G. 
CREGAN AND JAMES DEMPSEY, ATTORNEYS FOR PERSONNEL 
SERVICES BUREAU, INC. 


Mr. Rice. All right, sir. Your name is Francis A. Capell? 

Mr. Carpets. That is correct, sir. 

Mr. Rice. Where do you live, sir ? 

Mr. Careti. At 290 Bard Avenue, West New Brighton, Staten 
Island, N. Y. 

Mr. Rice. And you are serving in what capacity with the Personnel 
Service Bureau ? 

Mr. Carpets. The general manager, sir. 

Mr. Rice. Is that a corporation ¢ 

Mr. Carey. That is correct, sir. 

Mr. Ricr. What line of business is that, sir? 

Mr. Careti. Licensed employment agency. 

Mr. Rice. How long have you engaged in that business, Mr. Capell ? 

Mr. Caren. Eight years. 

Mr. Rice. Has it been under that name all that time ? 

Mr. Capetu. It has always been known as the Personnel Service 
Bureau; yes, sir. 

Mr. Rice. So you started back in 1945? 

Mr. Capenn. 1944, 

Mr. Rice. 1944? 

Mr. Capetn. Yes, sir; February 12, 1944. 

Mr. Rice. Has it always been a corporation / 

Mr. Carey. No; it was incorporated in July of 1947. 

Mr. Rice. Now, then, there has been some testimony here this morn- 
ing, you have been present / 

Mr. Capenn. Yes, sir. 

Mr. Rice. And you heard that your organization is considered one 
of the leaders in helping in the hiring of construction workers for 
overseas work ? 

Mr. Capreuy. Yes, sir. 

Mr. Rice. Inthe city. Do you agree with that? 

Mr. Careiu. I would say so; yes, sir. 

Mr. Rice. Approximately how many placements do you make in 
a year’s time? 

Mr. Caren. I have the exact figures, if I may get them out. 

Mr. Rice. All right, sir. 

While we are looking for that, I think probably I would like to let 
the record show that Mr. Cregan is here as counsel. 

Mr. Crecan. Also Mr. James Dempsey; we represent the Person- 
nel Service Bureau, Inc. I ama lawyer in New York City, and James 
Dempsey of White Plains, N. Y. 

Mr. Rice. Glad to have you, Mr. Cregan. 

Mr. Cre@an. Thank you, sir. 
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Mr. Rice. Mr. Cregan was a former assistant United States at- 
torney for the southern district, is that correct ¢ 

Mr. Crecan. Yes. 

Mr. Rice. All right, sir. 

Mr. Carext. Shall I read them for you, sir? 

Senator JoHnson. You are appearing as counsel of record for the 
witness / 

Mr. Creean. No, if the committee please, I appear for the corpora- 
tion. 

Senator Jounson. That is the company ? 

Mr. Careti. The company I am employed with. 

In accordance with the subpena I have prepared some detailed in- 
formation concerning foreign placements for the year 1951, which 
was mentioned in the subpena. 

Mr. Rice. All right, sir, go ahead. 

Mr. Capety. The total number of placements in foreign service for 
the year 1951 were 297. 

Mr. Rice. That is the total number 

Mr. Cavett. Total number of persons placed in foreign service—— 

Mr. Rice. Yes. 

Mr. Care.y (continuing). By our agency during that year 

Mr. Rice. Do you make any distinction there as to whether these 
persons are placed with private enterprise, for instance Arabian- 
American Oil Co. ¢ 

Mr. Carein. Yes, I have a breakdown here. 

Mr. Rice. These 297 were all told ¢ 

Mr. Careii. All told, regardless of who the chent was. 

Then I have total persons placed who were not charged fees, that 
is, Where the applicant did not pay any fee himself, is 206, so that 
would leave the next item as total placements— 

Mr. Ricr. Where did these 206 got 

Mr. Carey. The 206 were foreign placements where the company 
paid the fee, and the applicant was not at all required to pay the fee. 

Mr. Rice. You are speaking of the Arabian-American Oil Co. ? 

Mr. Carent. Tam speaking of other companies as well. 

Mr. Rice. Go ahead. 

Mr. Caren. Then I have the total applicants who were charged 
fees was 91. Of the 91, the total placed with Government contractors 
or people who were contractors with the Corps of Engineers over- 
seas Was 86. 

Senator JomNnson. Let me see if I understand you correctly. Total 
foreign placements were 241 4 

Mr. Capen. 297; of which 206 did not pay—the applicants did 
hot pay fees: 91 were charged fees, and of the 91, 86 of them were 
with contractors for the Corps of Engineers, or to the Government; 
perhaps they were Navy contractors, too. 

Senator JonNnson. So that you feel that 86 of them went to jobs 
that were what you might call Government-backed 

Mr. Carriu. Yes, sir; these foreign-base construction, and that type 
of employment. 

Senator Jounson. All right, 

Mr. Caretn. Excuse me; I have them also broken down into how 
many were with which companies as well. 

Senator JouNson. Do that. 
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Mr. CareLL. Would you be interested in having that? This will 
account for the 297—— 

Senator Jonnson. Is that Mr. Dempsey / 

Mr. Crecan. Yes. 

Mr. Dempsey. Yes, sir. 

Mr. Caretn. With the California-Texas Oil Co. there were three 
placements; with the Bolivian Petroleum Government Department, 
one placement; with the Gulf Oil Co. there were two placements; 
with Skidmore, Owings, & Merrill—they are architects and engi- 
neers to the Corps of Engineers—there were three placements; with 
Knappen, ‘Tippetts, Abbett—the ‘vy are architects and engineers to the 
( ‘orps of Engineers—one placement ; with Crow-Steers- She »pherd Con- 
struction Co., Corps of Engineers, one placement; Metcalf and Eddy 
and Alfred Hopkins and Associates, architects and engineers to the 
Corps of Engineers, there were 21 referrals, and 19 placed. 

Mr. Rice. On this Metealf and Eddy ¢ 

Mr. Caren. Yes. 

Mr. Rice. The 21, was that all for the same job ¢ 

Mr. Caretn. Same project ; yes, sir. 

Mr. Rice. Same project. Do you know the name of the project ¢ 

Mr. Caren. It is called Project Bluejay. 

Mr. Rice. Bluejay? What is that, sir/ 

Mr. Caren. Well, it is a confidential project, and at the time we 
received the request from the client, we were told it was a military 

yrojyect. 

Mr. Rice. It is a code name / 

Mr. Careu. It is a code name by the Corps of Engineers for that 
particular project. 

Mr. Rice. In talking to people who were applying for work on that 
project, where would you tell them it would be ¢ 

Mr. Careusn. It would be in a very cold climate. 

Mr. Rice. Extremely cold climate ¢ 

Mr. Caretni. Yes: and the location we were not given ourselves, and 
such matters as to location would be discussed by the engineer for 
the company, because these are principally engineers we were dealing 
with here. 

Mr. Rice. Without disclosing the location of the project, as a mat- 
ter of ; et, do you know where it is? 

Mr. Cavett. From my own knowledge, I don’t know. 

Mr. a Would you know in what general area / 

Mr. Caren. I think I do, yes. It is up near the North Pole. 

Mr. Rice. Yes. go ahead. 

Mr. Carey. With Metcalf Construction Co., Gordon, Hamilton 
Contracting Co., Grove. Shepherd, Wilson, and Kruge, 60 placement S3 
and with the Arabian-American Oil Co., 205 placements. 

Mr. Rice. On that Arabian-American, that is one of the ones that 
pays the fee? 

Mr. Caren. That is correct, si 

Mr. Rice. The applicants do not pay it. 

Now, sir, who are the officers of the corporation ? 

Mr. Caretn. The president is Adele N. Capell. 

Mr. Rice. Is she any relation of yours 4 

Mr. Caretn. Yes, sir; she is my wife. 
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Mr. Rice. I see. Is she active in the business ? 

Mr. Caretu. She is, yes; not full time but she is active. 

Mr. Rice. Does she go to work every day in the office ? 

Mr. Capetyi. Well, she worked all summer. 

Mr. Rice. I see. 

Mr. Careti. The permanent secretary is Joseph Capell; he is my 
brother. 

Mr. Rice. Yes. He is a permanent secretary ? 

Mr. Care.u. Yes. I say permaneiit secretary because he is away 
at the present time, and I have to assume his duties while he is away. 

et tee Where is he? 

Mr. Care. He is in Texas. 

Mr. Rice. Is he doing employment work in Texas? 

Mr. Carey. No, sir; he is on a vacation. 

Mr. Rice. I see; and that is Adele and Joseph. Any other officers? 

Mr. Caretu. I am an assistant treasurer. 

Mr. Rice. In addition to being general manager, you are assistant 
treasurer ¢ 

Mr. Careit. That is right. 

Mr. Rice. Who is the treasurer ? 

Mr. Carety. Adele N. Capell. 

Mr. Rice. She is president and treasurer ? 

Mr. Cape. That is right. 

Mr. Rice. Any other officers? 

Mr. Cape. No: three officers. 

Mr. Rice. Three officers / 

Mr. Carey. That is right. 

Mr. Rice. And you are the assistant treasurer / 

Mr. Carey. That is right. 

Mr. Rice. All right, sir. 

Do you have a standard form of agreement with the applicant ? 

Mr. CapetL. Yes, sir; wedo. You have one. 

Mr. Rice. That appears to be similar to the copy I have? 

Mr. Capety. That is right. 

Mr. Rice. That is something that you require all applicants to exe- 
cute, to fill out, before you refer them toa job? 

Mr. Carey. That is correct. 

Mr. Ricr. Now, then, on the back of that it sets forth the terms and 
conditions of the agreement. 

Mr. Carett. That is correct, sir. 

Mr. Rice. I notice here that for temporary jobs the amount of the 
fee is 10 percent. 

Mr. Carett. Ten percent of what the man earns while he is work- 
ing on the job, that is correct, sir. 

Mr. Rice. Ten percent while he is working on the job? 

Mr. Careti. Yes. In other words, if he works a week, it is 10 per- 
cent of what he earns; if he worked 2 weeks 
Mr. Rice. Suppose he works 3 months? 
Mr. Capetn. It would not be a temporary job. 

Mr. Rice. When is a temporary job not temporary / 
Mr. Caretn. When it goes beyond the 10-week stage. 
Mr. Rice. Ten weeks? 

Mr. Capex. Ten weeks; yes. 
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Mr. Rice. Ten weeks is the difference / 

Mr. Carew. Yes, sir. 

Mr. Rice. Suppose he has taken a job as a temporary job, and he 
works more than 10 weeks, and he has paid 10 percent, is there any 
change—is he given any rebate if he goes on to a longer period? 

Mr. Careti. I don’t understand that question. 

Mr. Rice. Well, the man is hired on the Ist of January and works 
until April, is working i in April, and he has paid for January, Feb- 
ruary, and March, has he not? 

Mr. Carein. Oh, no, no. He pays 10 percent per week for the first 
10 weeks on temporary jobs. 

Mr. Rice. After the first 10 weeks, what does he pay / 

Mr. Caretn. After 10 weeks the job would be presumed to have 
been a permanent job. 

Mr. Rice. And he does not pay any further fee / 

Mr. Caretyi. If he has paid what the normal fee would be for a 
permanent job he would pay no further fee. 

Mr. Rice. The maximum he could pay then would be 10 percent for 
the 10 weeks? 

Mr. Careti. That is correct. 

Mr. Rice. Suppose that job had overtime and other emoluments 
such as subsistence, would the 10 percent apply to that, too 4 

Mr. Capeti. It would be 10 percent of his gross earnings, and the 
gross earnings as interpreted by the supreme court in New York 
State constitutes overtime, bonuses, anything which he actually gets. 

Mr. Rice. Now, with respect to a permanent job or one of these 
Government construction jobs where the employee is required to 
execute a contract of employment which extends from 8 months to a 
vear—— 

Mr. Capetu. Yes, sir. 

Mr. Rice. What is the fee charged in that case ? 

Mr. Caretn. That would depend on the length of the contract, No. 1. 

Mr. Rice. Well, say it is a year, what would it be? 

Mr. Carety. If it would be a year’s contract the fee would be not 
to exceed 5 percent of his ret earnings. 

Mr. Rice. Not to exceed ? 

Mr. Careti. Not to exceed 5 percent; 5 percent is set by law. 

In some instances we charge 5 percent of the gross earnings, and in 
other instances we charge 5 percent of his first 40 hours’ employment, 
the difference being—— 

Mr. Rice. In your class 2 here you have where the total computed 
yearly salary is more than $5,000, and we know of no jobs in the con- 
struction area overseas with the guaranteed workweek that pays less 
than that, do we—we know of no job that pays less than $5,000, do we ¢ 

Mr. Capety. Oh, yes. 

Mr. Rice. We do? 

Mr. Caretn. Oh, yes. 

Mr. Rice. For instance? 

Mr. Carey. Yes; some of the contractors have salaries that pay 

$300 a month, $350 a month, $400, and they would be under $5,000. 

Mr. Rucr. On a straight-time basis? 


Mr. Capeti. Yes; some of the men don’t get overtime, as Mr. Dillon 
testified. 
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Mr. Rice. Would you say that the vast majority make more than 
$5,000? 

Mr. Caretn. Yes, sir; definitely. 

Mr. Rice. Now, then, in this vast majority of cases what is the fee 
charged ? 

Mr. Care... Five percent of the first year’s guaranteed income. 

Mr. Rice. And where they sign a contract guaranteeing them a min- 
imum of 60 hours a week or 70 haurs a week, with time and a half 
over 40 hours, that is computed in there, too, is it not? 

Mr. Cavett. That would be the fee we would be permitted to charge. 
We don’t always do it. If the guaranteed workweek were 50 hours, 
and it were quoted by the construction company to us as being that this 
job pays so much per year, we would charge on it, yes; but as dis- 
tinguished from if the man, if the job were working 60 or 70 hours 
but there was no guarantee that he was going to get that, the over- 
time might change 2 months from now or 3 months from now, and 
then he would be charged on 40 hours. 

Mr. Rice. All right. 

Suppose a job, as computed, paid $10,000, then the 5-percent figure 
would be $500. When would that be due and payable under your 
contract here ¢ 

Mr. Cape. The fee is due and payable when the man is employed, 
when the man has the job. 

Mr. Rice. Immediately ? 

Mr. Capety. That is right. 

Mr. Rice. So that he has to pay that right now / 

Mr. Caretu. He is supposed to if he is able to. 

Mr. Rice. How do you arrange to take care of people who don’t 
have that fee when they are e mployed d 

Mr. Caretn. Well, if a man doesn’t have the fee, we ask him what 
sort of arrangements he wants to make. 

If he is a man we have placed in foreign service before—and 
great many of them are—we require nothing. 

If he is a man who is not known to us, we ask him to give us a 
check for the payment of the fee, and when he has funds available 
we will put the check through. When he has earned a sufficient 
amount of money to be able to take care of the obligation, we do it. 

Mr. Rice. Well, suppose a man is hired on the Ist of July and he 
does not have the money, and you ask him to give you a check, what 
date goes on the check / 

Mr. Caren. No date. 

Mr. Rice. No date / 

Mr. Careti. No date. 

Mr. Rice. You leave the date open ? 

Mr. Caretu. We leave the date open until we are sure he has the 
funds there, so he won’t be embarrassed by having the check bounce. 

Mr. Rice. Who puts the date in 

Mr. Carriu. We fill the date in. 

Mr. Rice. You put the date in on his check ? 

Mr. Caretn. When the man tells us that funds are available or 
when he has made arrangements with the bank, to advise us either 
way. 

Mr. Rice. He is, in effect, giving you a blank check, undated, and he 
is leaving it up to you to fill it in? 
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Mr. Cargeiy. That is right—not a blank check ; oh, no, the thing is all 
filled in except the date he doesn’t know. 

Mr. Rice. You have got the amount and the signature ? 

Mr. Caren. Except the date; he doesn’t know when he will have the 
funds available. 

Mr. Ricr. What is to prevent you from putting the date in and 
putting it through when he has insufficient funds ? 

Mr. Capen. Nothing, except it would not benefit us because the 
check would not be honored. 

Mr. Rice. Did you ever ask anybody to give you a postdated check 
for instance on the Ist of July, asking him to date it for the Ist of 
September ¢ 

Mr. Careti. Some applicants volunteer to have a specific date on 
their check. 

They want to be sure—maybe they want a little extra time instead 
of paying , the first month, they want 3 months, and they may date a 
check ahead 3 months and leave it with us, 

Mr. Ricr. Do you suggest it to them or is that their idea ? 

Mr. Careui. If we were suggesting, sir, we would be more inclined 
to suggest the undated, so that there would be no question about 
whether a man had the funds or not. 

Mr. Rice. So that you do occasionally suggest the undated check ¢ 

Mr. Capeuu. Yes, sir. 

Mr. Rice. Now, let us talk about the postdated checks. Do you ever 
suggest those / 

Mr. Caretn. We might have; I would not say we have or we haven't. 
We might have, although we would prefer the other because we have 
had experience where men have given us a check with a specific date, 
anticipating they would have funds available, and they did not have 
them. 

1 would like to point something out. 

Mr. Rice. You deal with these people yourself, do you not ? 

Mr. Capetu. Mostly; yes. 

Mr. Rice. Mostly ? 

Mr. Carrenn. Yes. 

Mr. Rice. Now, then, you must be able to give a better answer than 
that. Do you know whether or not you have ever suggested to a man 
that he give a postdated check ? 

Mr. Caren. Yes; I would say that I have undoubtedly suggested a 
postdated check or an undated check, both of them, but we would pre- 
fer the undated check for his own benefit. I might, if 1 may—— 

Mr. Rice. Yes. 

Mr. Capeus (continuing). There isa reason for this. If a man does 
not pay you when he leaves the country, you are unable to collect from 
him. You cannot sue him in a foreign country, and it would be a dead 
loss, and we do have substantial losses. 

Mr, Rice. You want to make sure to get that fee? 

Mr. Careti. Well, we placed 86 people during the year 1951. We 
spent $25,000 for advertising. I mean, we have to have the money to 
run a business. 

Mr. Rice. All right, sir. Do you have any arrangements with the 
banks so that you can ascertain when the check may be good ? 

Mr. Cavett. We make no arrangements with the b: inks; no. Some- 
times the man himself asks the bank to notify us, otherwise we check 
with the bank. 
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Mr. Rice. Have you ever sent a check through that the man gave: 


you that was undated, and had it, without being notified by the man 
who gave it to you, and had it come back marked “insufficient funds” ? 

Mr. Capeti. We have had banks tell us funds were available, and 
then when the check went through, the check was returned because 
some other check got there ahead of it. 

Mr. Rice. So that the bank teller said at the time you put it in, he 
said it was all right ? 

Mr, Carewu. That is right, ot herwise we would not put it in. 

Mr. Rice. But you put it in the bank? 

Mr. Carety. That is right. 

Mr. Rice. But the man who was overseas didn’t tell you to put it in, 
did he? 

Mr. Careti. No. When he goes away there is the understanding 
that we are going to check with the bank to make sure the funds are 
available before we put the check in. 

Mr. Rice. All right, sir. 

Now, then, you have a provision down here in your contract about 
terminations for one reason or another. I will read it to you: 

When I have accepted employment and remain in the position for one full 
week, and thereafter I am unable to work because of fll health, call to military 
service, an act of God, that I will pay the maximum fee for permanent position 
as outlined above. 

The maximum fee for permanent position is, in the vast majority of 
cases, 5 percent. 

Now, sir, do you want to explain that a little bit for the benefit of the 
committee 4 

Mr. Careti. Yes; I would. 

Mr, Rice. Go ahead. 

Mr. Carpet... To begin with, this is legal. 

Mr. Rice. That is legal? 

Mr. Capriy. Yes, sir. When the man is placed in the job, your 
work finishes; you get the man the job, you don’t do the work for him. 
The best you can do is to get the man and the job together. 

Now, the purpose in that statement being in there is not to collect 
money from fellows that are going in the service because they are being 
called in, but rather to distinguish between temporary employment 
and permanent employment. 

There are two separate paragraphs. Temporary employment is 
where the man is working for temporary jobs, something that will 
last 10 weeks or less. 

Permanent employment is meant to be what it implies, longer em- 
ployment, very frequently, permanent career employment. 

Lots of applicants coming in—this is not for foreign service—none 
of this applies to foreign service, but on local jobs. 

Mr. Rice. Wait a minute. None of this applies to foreign service? 

Mr. Carpety. No, I mean—— 

Mr. Rice. Does it say that in here? 

Mr. Carett. No. In practical usage, no, because a man has a con- 
tract for a year, he could hardly be going abroad for a week. But 
on local 

Mr. Rice. He might be drafted. 

Mr. Caretx. Pardon? 

Mr. Rice. He might be drafted. 
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Mr. Carety. No, I am sorry, sir, because the men going in foreign 
service are required to have permission from their draft board to 
leave the country and the minimum length of time they can get a 
deferment is for 6 months, so that would not apply, but in local place- 
ments we have young fellows coming into the oflice—that I don’t 
handle myself—however, they know they are going in the service in 
3 or 4 weeks. They won't ask for a temporary job, but they allow 
themselves to be placed in a permanent job. 

An employer—and it is a waste of money because the employer— 
may train the young man in the particular work, only to find in 4 
weeks he is leaving. 

Now, if he knows he is going in the service, he should take the 
temporary job. We would still be willing to place him. So the 
idea of that is to discourage a person who knows he is not going to be 
able to accept a permanent job from doing so, and since the first 
day we have been in business to the present time, we have never caused 
anyone to pay a fee who was called into service. 

Mr. Rice. Why do you have that in your contract ? 

Mr. Careti. As I just explained, it is to discourage the young 
man who knows he is going into service in 2 or 3 weeks from taking 
a permanent job and ‘having the employer train him, and then he 
walks out. 

Mr. Rice. That does not cost you any money if a man does that? 

Mr. Caretu. I know, sir, but we have an obligation, sir, to the 
employer and the applicant both. 

Mr. Rice. You said it was also to distinguish between temporary 
and permanent? 

Mr. Capetu. That is right. 

Mr. Rice. Why don’t you put that in there? 

Mr. Carety. It is. There is temporary employment and there is 
permanent. ‘That is in relation to permanent employment. 

Mr. Rice. Frankly, it is a little difficult to agree with your inter- 
pretation in the light of the language that is use dhere. There is noth- 
ing here that says that you are trying to discourage anybody. 

Mr. Careit. No; it does not say that. 

Mr. Rice. It is in plain language that if a man is called into mili- 
tary service his full amount is due and payable. 

Mr. Cavett. Yes; but an applicant who knew he was going to go 
into the service in 3 weeks, looking this over and seeing he might have 
to pay a full fee because he says he is going to take a permanent job, 
would be more inclined to take a temporary job since he knows he is 
going in. 

Mr. Ricr. Do you feel that there are people who know they are 
going in? 

Mr. Careti. Oh, yes; definitely. 

Mr. Rice. Some of them don’t know they are going in. 

Mr. Capeiy. That is right. 

Mr. Rice. And they are surprised. 

Mr. Careui. That is right. 

Mr. Rice. What happens there ? 

Mr. Carevy. Let me state this, that I think I mentioned it already, 
since we have been in business we have never caused any man to have 
to pay a fee under this clause because he was going into service, and 
our books and records are all here to substantiate it. 

Mr. Rice. All right, sir. 
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Suppose a man who had paid the full fee for a permanent job was 
drafted after he had been on the job, after a little while, and he was 
surprised, and he paid his fee, would you refund his fee ¢ 

Mr. Capeuni. Yes, sir; definitely, sir. 

Mr. Rice. Do you say that in here ?¢ 

Mr. Capeiy. No, sir. 

Mr. Rice. You say just the opposite. 

Mr. Capeti. No, sir. There are lots of things said in here, such as 
the maximum fee. Very often we don’t charge the maximum fee. This 
is the fee which is allowed, but very often we don’t charge the full fee. 

Mr. Rice. What is this act of God that you are t talking about here ? 

Mr. Carevi. There we are referring to another situation, to dis- 
courage people from applying, and it has to do in one way with waste, 
I think; if a person knows they are not going to be able to keep a job, 
and they would apply for it and accept it, they have wasted the em- 
ployer’s time, and we have to represent the employer, too. 

For example, a secretary knowing that she was pregnant and was 
going to only be able to work for about 2 months and then have to 
leave the job, would be doing an injustice to have her employer take 
2 months to train her in his work, and then have her just walk right 
out. 

Mr. Rice. That is an act of God. 

Now, sir, approximately what do you gross a year from the business ¢ 
Give us an approximation there. 

Mr. Capety. The agency’s gross business ? 

Mr. Rice. Yes. 

Mr. Carey. You are speaking of foreign service or of foreign and 
placements in the country as well ¢ 

Mr. Rice. Foreign and domestic, your total business, 

Mr. Caren. Total business for what year ? 

Mr. Rice. Any year. 

Mr. Capetu. Any year? 

Mr. Rice. Yes. 

Mr. Capeti. Well, I would say the year 1946 we grossed about 
$240,000. 

Mr. Rice. How about 1948? 

Mr. Capen. 1948? I don’t have those records available, but it was 
considerably less. 

Mr. Rice. I will refresh your recollection. From a record I have 
here for the year 1948 your gross receipts were listed as about $115,000. 
Would that be about right ? , 

Mr. Careun. I would : say that would be about right; yes, sir. 

Mr. Rice. And your gross expenses were $111, 000 2 

Mr. Cavett. If it appears there I would say that would be right. 

Mr. Rice. And for the year 1949 your gross receipts were $69,000, 
and your gross expenses—th: t is $69,605, and your gross expense was 
$69,536. Your ex ypenses were within a hundred dollars of your gross 
business, and you had a net of $68. 

Mr. Careti. That would be right. 

Mr. Rice. Is that about right? 

Mr. Capen. That would sound right. 

Mr. Rice. On which a tax of $14.49 was paid to the Government ? 

Mr. Care.u. Yes, sir; that was a bad year 
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Mr. Rice. In that year you had a charge for travel and entertain- 
ment of $13.979. What was that for? 

Mr. Caren. Travel and entertainment, as it appears. 

Placement managers, and the people in the employment agencies 
who are interviewers are called placement managers, have certain 
expenses. Each one is almost like a businessman. ‘He has his clients 
and he refers people to them. 

Mr. Rice. Let us talk about you. You are a placement manager / 

Mr. Caren. That is right; but Iam trying to account for this whole 
item, and I cannot do it except by giving the whole picture. 

Mr. Rice. Go ahead. 

Mr. Care. A portion of the income of each placement manager, 
including myself, is charged to travel and entertainment. In other 
words, if a man was drawing $100 a week, he might have expenses 
that would average $10 a week. That would include his fares, his 
telephone calls, he may have calls from home to applicants, and an) 
other expenses he must have in operating his desk. 

Now, that figure includes—that figure that you have me ntioned in- 
cludes—such items for the entire office. 

Mr. Rice. What is the entertainment that you are talking about 
there ¢ 

Mr. Carevn. Entertainment would be lunches with chents. 

Mr. Rice. Who are clients? 

Mr. Carety. Clients are people with whom we do business. 

Mr. Rice. Well, who are they ¢ 

Mr. Carpets. I have called off some of them. 

Mr. Rice. Are they the companies ? 

Mr. Cape.. The companies. Clients are the companies with whom 
we make placements. 

Mr. Rice. What people in the companies? 

Mr. Careiyi. Personnel managers, directors of industrial relations, 
personnel assistants, sometimes executives, various people, depending 
on the company, the size of the company, and so forth. 

In one company it might be 1 person, and in another it might be 12. 

Mr. Rice. So that you entertain the personnel officers in these con- 
tracting companies at lunch occasionally, is that right? 

Mr. Carpet... Very seldom. 

Mr. Rice. Well, you have $13,000 here. 

Mr. Carety. It does not say, sir, that is for contractors, sir. 

Mr. Rice. Well, you tell me what it is for. 

Mr. Carein. I have already explained that it is for travel and enter- 
tainment for the whole office. 

Mr. Rice. What period of travel ? 

Mr. Caren. For the whole office, and for that particular—— 

Mr. Rice. How many employees do you have ? 

Mr. Carety. Ten. 

Mr. Rice. Ten? 

Mr. Caren. For that particular year, sir, the foreign placements 
were practically nil. 

Mr. Rice. Well. you also had in the preceding year a figure of 
$13.000, too, for travel and entertainment, in round numbers. 

Mr. Cavett. Yes, sir; but I would estimate that during the years 
you are talking about there weren't five placements made with con- 
tractors to the Corps of Engineers overseas. 
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Mr. Rice. Well, no one is talking about the Corps of Engineers 
right now. We are talking about entertaining any personnel officer. 

Mr. Carey. Right. 

Mr. Rice. Now, you would take them to lunch and pick up a check? al 

Mr. Caretit. When you say “personnel officer,” you mean any per- 
sonnel officer ? 

Mr. Rice. Yes. 

Mr. Caretu. Yes; certainly. 

Mr. Rice. What other entertaining-do you do? Do you take them 
to a show? 

Mr. Cape. Yes. 

Mr. Rice. Theater ? 

Mr. Capeti. Sometimes. 

Mr. Rice. Night club? 

Mr. CareLu. Sometimes. 

Mr. Rice. And have them down to your beach place? 


Mr. Careti. Sometimes. of 
Mr. Rice. Take them down to Florida? ot 
Mr. Caretu. No. m 
Mr. Rice. Take them to the shore in the summertime ? 

Mr. Capreti. Might have made a trip here or there. But I would hi 


like to distinguish that we are not talking about personnel managers 
for the Corps of Engineers contractors, when I am answering these 
questions; I would like the committee to understand that there is 


a distinction between entertaining my private clients, the oil com- ye 

pany and people of the caliber of General Electric, United States 

Steel, and General Motors, rather than the contractors on overseas bi 

placements. cl 
Senator JoHnson. It is your statement to the committee—— el 
Mr. Caren. Excuse me, Senator—— th 


Senator Jounson. It is your statement to the committee that you 
have entertained the officials of General Electric and other companies 
you have named, but that in no case have you provided such enter- in 
tainment for any employee of Government contractors ? 
Mr. Caretn. I would be happy, Senator, to have him ask me exactly 
what entertaining and what money we have ever spent on the con- th 
tractors of the Corps of Engineers, their personnel managers. 
Senator Jounson. We wondered whether we could get some place 
faster if you went at it this way. You arrived at a breakdown, and 
T assume you have justification for it, and we would like for you to 
give us a statement. 


Mr. Capetyi. I do not have that. That involves all sorts of records, fi 
The accountant keeps those records as to what each expense item was. fe 
Senator Jounson. You do not have those records? in 
Mr. Cavett. No; I was not asked to produce them. 01 


Senator Jounson. Aren’t you required to keep those records ? 
Mr. Capety. Yes,sir. The accountant has them, and they have been 

audited by the Internal Revenue. St 
Senator Jounson. You could supply them? aul 
Mr. Caretu. I believe the accountant could; yes, sir. 
Mr. Ricr. Have you some sort of a boat or have you had some sort 

of a boat ? 
Mr. Carrty. I have had a boat; yes, sir. te 
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Mr. Rice. In the last 4 or 5 years? 

Mr. Caretu. Yes, sir. 

Mr. Rice. Have you charged off the cost of that as part of the travel 
and entertainment ¢ 

Mr. Caretu. A portion of it. 

Mr. Rice. Do you know how much ? 

Mr. Carety. Not from memory; no. 

Mr. Rice. Approximately ¢ 

Mr. Caretu. Not from memory. 

Mr. Rice. Pardon? 

Mr. Caretu. Not from memory. 

Mr. Rice. Approximately 80 percent ? 

Mr. Cape.u. I don’t think so, sir. 

Mr. Rice. It could be, though, could it not ? 

Mr. Caretu. I don’t think so. 

Mr. Rice. Now, then, with respect to personnel officers or other 
officials of contractors doing business with the Corps of Engineers or 
other Government agencies, how extensive has been your entertain- 
ment with those? Have you taken them to lunch ? 

Mr. CareLi. Occasionally. I would like to just take the year that I 
have in front of me here. 

Mr. Rice. What year is that? 

Mr. Carpet. The year I was subpenaed to bring the records in, 1951. 

Mr. Rice. Yes, go ahead. You have not filed your return for 1951 
yet, have you? 

Mr. Careiu. No, sir. These are the overseas contractors we did 
business with in 1951. Metealf & Eddy and Alfred Hopkins & Asso- 
ciates; the man who did the hiring for that firm of architects and 
engineers is a man named Andrew Patton. He was chief engineer of 
the project. I have never met him in my life. 

Mr. Rice. What is the man’s name? 

Mr. Cavett. Andrew Patton, P-a-t-t-o-n. I have never met him 
inmy life. He is the one who did the hiring. 

Mr. Rice. With Metcalf & Eddy ? 

Mr. Careti. Metcalf & Eddy, that is right, that is right, as far as 
this firm is concerned, 

Mr. Rice. That is P-a-t-t-o-n? 

Mr. Carey. Yes. 

Mr. Rice. That is different from Paduan ? 

Mr. Caretn. Oh, no; P-a-t-t-o-n / 

As far as this firm is concerned, we dealt with a Mr. Hitchcock 
from their office on Broadway, and a Mr. Patton whom we made re- 
ferrals to but whom I never met, and who had authority to hire. Dur- 
ing the year 1951 not one penny was spent for entertainment for either 
of those men. 

Mr. Rice. Why did you bring that up? 

Mr. Carett, I was asked to explain what entertainment occurred 
so far as these contractors with the Corps of Engineers is concerned, 
and I am answering your question. 

Mr. Rice. Well, there was not any entertainment then, was there ? 

Mr. Carent. No. I want to go through each one. 

Mr. Rice. There is no point in bringing up people you did not en- 
tertain. The question was who did you entertain, and what did it 
cost. 


Mr. Caren. Fine. 
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Metcalf, Hamilton, Gordon Hamilton Contracting Co., and Grove, 
Shepherd, Wilson & Kruge. The entertainment expense for 1951 for 
that client constituted a tie that was given a personnel manager at 
Christmas time, - two boxes of candy that were given to a secre- 
tary during the year, that is all. 

Mr. Rice. All right, sir. Anything else? 

Mr. Carety. No, sir. 

Mr. Rice. Will you say, then, that you have given no gratuity or 
gift or emolument or thing of vatue to any other personnel officer 
or official of any contractor ‘doing business with the Government ? 

Mr. Carety. Not to the best of knowledge; certainly no one that I 
do business with. 

Mr. Rice. Do you know a man by the name of Paduan 4 

Mr. Caren. I do, sir. 

Mr. Rick. How well do you know him? 

Mr. Carrtn. I know him for many years. 

Mr. Rice. Who is he ? 

Mr. Carex. He is an executive of, at the present time, the North 
Atlantic Contractors. 

Mr. Rice. Yes; what is his first name / 

Mr. Carer. Frank. 

Mr. Rice. Frank Paduan? 

Mr. Careti. Paduan. 

Mr. Rice. What position does he have with North Atlantic ? 

Mr. Carety. I don’t know of my own knowledge, but I understand 
he is assistant project manager. 

Mr. Rice. And that is the Project Bluejay you spoke about a minute 
ago’ 

Mr. Capretn. That is the contractor on project bluejay; that is 
right. 

Mr. Rice. You say you have known him for a number of years / 

Mr. Caretn. That is right. 

Mr. Rice. How did you happen to know him ? 

Mr. Carpet. He was originally an applicant in the office. 

Mr. Rice. Applicant for what? 

Mr. Careti. Applicant for employment. 

Mr. Rice. And you met him in that way. Did you place him? 

Mr. Capeiy. I don’t think we were ever successful, although we 
made many referrals for him. 

Mr. Rice. Have you seen him from time to time during the past 
year ¢ 

Mr. Carpet. During the past year? 

Mr. Rice. Yes. 

Mr. Carri. I would say I saw Frank twice in the last year. 

Mr. Rice. Where would that have been? 

Mr. Carpet. Once at the office of a firm that was supposed to start 
some work up in Saudi Arabia, a private engineering firm, and once 
at the office of the architects and engineers, the North Atlantic Con- 
structors, at 61 Broadway. 

Mr. Rice. Did you have any business with him over there? 

Mr. Careti. Yes; I went over to see him, and asked him if he would 
introduce me to Mr. Hitchcock of the firm of architects and engineers, 
Metcalf & Eddy. 

Mr. Rice. Why? 
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Mr. Capen. Because I had heard that they were going to hire 
engineers, and I wanted to be able to offer engineers to them. 

Mr. Rice. Get an entree there ? 

Mr. Caretn. That is right. 

Mr. Rice. Has he ever been down in your office during the ue st year? 

Mr. Carer. In my office during the past year? No, sir; I don’t 
believe so. 

Mr. Rice. Well, now, let us think about that a little bit. Do you 
want to tell the committee 

Mr. Caretu. To the best of my knowledge and belief Frank Paduan 
was not in our office during the past year. 

Mr. Rice. Was it pensiiies that he was down there 

Mr. Carreiy. If he did, I did not see him. 

Mr. Rice. Will you tell the committe that you never occupied the 
same room with him, in an office on William Street / 

Mr. Caretyi. That is right. 

Mr. Rice. During the past calendar year ? 

Mr. Caveiyi. Not to the best of my knowledge and belief: no, sir. 
T have no recollection of it at all. 

= Rice. Is it possible that that happened ? 

. Carey, I doubt it, sir; I doubt it very much, because he has 
hoes n out of the country for most of the year. 

Mr. Rice. Will you say that during the past year you have or you 
have not given or te ndered to Paduan anything of value? 

Mr. Carenn. Yes. Lsent Frank Paduan a case of liquor to his home 
early in 1951. 

Mr. Rice. What was that for? 

Mr. Carenn. A gift. 

Mr. Rice. A what 4 

Mr. Caren. A gift. 

Mr. Rice. A gift? 

Mr. Caren. Yes. 

Mr. Rice. You felt you owed him a gift? 

Mr. Carenn. No: I didn’t feel ] owed him anything. He was going 
away, and he was going up to a place where he said they didn’t have 
any liquor, and Frank had done favors for me. 

Mr. Rice. For instance? 

Mr. Caretn. He had recommended people to me who were looking 
tor jobs, wlio got jobs, and who paid fees. 

Mr. Rick. So vou felt grateful and sent him a case of liquor? 

Mr. Carein. That is right. 

Mr. Rice. Have you received anything else ? 

Mr. Carenti. No, sir. 

Mr. Rice. Ave vou sure about that ? 

Mr. Carein. Positive. 

Mr. Ricr. No money ¢ 

Mr. Careiy. Never. 

Mr. Rrer. Tf he says he did, he would be wrong ¢ 

Mr. Carenn. That is correct, sir. 

Mr. Rice. No question about it ? 

Mr. Caren. No question whatsoever, sir. 

Mr. Rier. All right. 

During the past 4 years von have been fully occupied in this 


oper: si down here, this employment agency ? 
Mr. Carrenu. Yes, sir. 
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Mr. Rice. Do you receive some compensation for your labors? 

Mr. Caren. Y es, sir. 

Mr. Rice. How is that fixed? Is that weekly or monthly or yearly 
or is it a percentage proposition or what ? 

Mr. Careti. No—I generally draw a weekly or semimonthly—— 

Mr. Rice. You generally draw ? 

Mr. Carety. Yes. 

Mr. Rice. Who sets your compensation ? 

Mr. Capety. Well, in our business it depends; it is not set for a 
permanent basis. If business is good, I may be able to get $200 a 
week. If business is bad, less. 

Senator Jounson. That varies? 

Mr. Carety. Pardon ? 

Senator Jounson. That varies? 

Mr. Carey. It varies; yes, sir. It depends. 

Senator Jounson. How much has it varied for the last 3 years? 

Mr. Capretu. For the last 3 years—1948, the drawings were 
negligible. 

Senator Jounson. $50 a week? 

Mr. Caretyi. Pardon? 

Senator Jounson. $50 a week? 

Mr. Caren. Not much more, sir. 

Senator JoHnson. $60? 

Mr. Capeiy. No; I think it would be more than that. It might 
have been $300 a month, three and a qu: — sir, something like that 
during that period, during that bad yea 

Senator Jounson. And the second year? 

Mr. Carey. I would say it was more. This would be 1949—I would 
say it Was more. 

Senator Jounson. Much more? 

Mr. Careiy. I don’t have the figures in front of me, Senator, but 
from the best of my recollection I would say, perhaps, $5,000. 

Senator Jounson. So it ranged from $ 3.600 the first year to $5,000 
the second year. And the third year how much ? 

Mr. Carvery. 1950, $10,000? 

Senator Jonnson. $10,000? 

Mr. Capreti. Yes, between $10,000 and $12,000. 

Senator Jounson. What was your tax over that period, about the 
same ¢ 

Mr. Carevi. Well, it has varied, it has varied. 

Senator Jounson. From how much to how much? Did you pay 
any tax during that period ¢ 

Mr. Careiu. Oh, yes; I have paid taxes. 

Senator Jounson. What was the highest tax you paid any single 
year ¢ 

Mr. Capety. $700, $800, it is hard to remember, sir. 

Senator Jounson. Go ahead. 

Mr. Rice. Now, that period covers what years? 

Mr. Carex. Period, what ? 

Mr. Rice. That you are talking about. 

Mr. Careii. When I may have paid $700, $800 ? 

Mr. Rice. Yes. 


Mr. Carpet. Since I have been with the company. 
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Mr. Rice. Are you talking about the company paying tax now or 
you? 

Mr. Capeiy. No; the tax that would be paid through withholdings. 

Mr. Rice. Yes, sir. We are talking about you as an individual. 

Mr. Care.u. Yes. 

Mr. Rice. So that you, as an individual, now, drawing some com- 
pensation for the company, filed a tax return, and that you paid $700 
or $800 over the past few years? 

Mr. Carpet. Well, when I said seven or eight hundred dollars, I 
was referring to a year, I believe 1946, and at that time the business 
was not incorporated, so actually whether you would say it was me 
personally or the business separately, I paid because the tax was filed 
as a joint return; it was not an incorporated business. 

Senator JoHNson. You misunderstood my questions. I was not 
talking about 1946. I asked what tax you paid during the last 3 years, 
and you said it varied. 

Mr. Capetu. Yes, sir. 

Senator Jounson. As a matter of fact, has the business paid any 
tax during the past 3 years? 

Mr. Capeiy. Has the business paid any tax? 

Senator JoHnson. Yes, 

Mr. Capetu. Oh, yes. 

Senator Jounson. Have you personally paid any tax, personal 
income tax ¢ 

Mr. Caretu. Yes, sir, indeed; I am paying now. 

Mr. Rice. During the year 1950, did you pay any tax? 

Mr. Cape. During the y var 195074 

Mr. Dempsey. You mean at or corporate ? 

Mr. Rice. Personal. To give him a little latitude there, 1948, 1949, 
or 1950. 

Mr. Careti. Yes. I believe it was through tax withholding, and 
then I also had—— 

Mr. Rice. Wait a minute, let us go real slow now. 

Mr. Carey. Yes, sir. 

Mr. Rice. You think that during 1948, 1949, and 1950 you filed an 
estimate, and there was some withholding there, is that the idea ? 

Mr. Careny. 1948, 1949, 1 am not certain of what the amount was. 
There were two—— 

Mr. Rice. Those are your last years. You have not filed for 1951 
yet. 

Mr. Capety. No. 

Mr. Rice. So we are only talking about the last 3 years in which you 
filed. You certainly remember that. 

Mr. Capetu. The exact amounts, no, I don’t, sir. 

Mr. Rice. Well, have you paid anything during the last 3 years? 

Mr. Carpet. When you say paid—— 

Mr. Rice. Yes. 

Mr. Carpety (continuing). You mean through tax withholding or— 
I don’t understand what you mean—whatever taxes—— 

Mr. Rick. You know what paying taxes is? 

Mr. Capeti. Yes; I know that taxes are withheld and paid in 
quarterly. 

Mr. Rice. Yes. If you withhold a tax, and at the end of the year 
you file a return in which you reconcile the figure, and if you have 
paid more than you have earned, you get a refund, don’t you ? 
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Mr. Carein. That is correct. 

Mr. Demrsey. Would it help to submit the returns ¢ 

Mr. Rice. So that the net result is what we are trying to get. Have 
vou paid any taxes after you got your rebate / 

' Mr. Carexy. Iam not sure of the tax situation, although my accoun- 
tant has copies of each and every year, and if the committee wants it, 
I will be glad to submit it. 

Mr. Rice. No; you are the one who makes the money, you make it 
yourself in your business; you are in business to make money ; it 1s your 
personal business. 

Mr. Carety. That is right. 

Mr. Rice. You certainly know in the past 3 years, you ought to know, 
whether you have made enough money to cause you to pay any tax to 
the Government: you certainly know that. 

Mr. Care. Well, I don’t know for the year 1948, because during 
that year I had additional dependents, and when you have as many 
dependents as I have, you go into a bracket before you pay, I am not 
certain. 

Mr. Rice. How about 1949? 

Mr. Carey. 1949, I believe there was a tax paid; I don’t know how 
much. 

Mr. Rice. How about 1950? 

Mr. Carevy. 1950 there was a tax paid; I don’t know how much. 

Mr. Ricr. I have some records here, Mr. Capell, which indicate that 
for the year 1948 you paid no tax; that for the year 1949—this is your 
personal proposition [ am talking about, for the year 1949—you paid 
no tax, and for the year 1950 you paid no tax. Does that help you 
any ¢ 

Mr. Careti. No: that does not seem to be correct. 

Mr. Rice. Is that wrong? 

Mr. Careiy. To the best of my recollection. 

Mr. Hice. Would you like to take a look at your signature? Do you 
recognize your signatures on those / 

Mr. Careii. I recognize the signature; I am trying to look at wheth- 
er the tax was paid or not. Iam having difficulty because I have not 
got reading glasses. 

Mr. Rice. Maybe counsel can help you. 

Senator Jonson. Let me ask you this question: Whatever may be 
the relevance to the case, is it your general memory that for 1948, 1949, 
and 1950 you paid no substantial amount of tax, is that correct ? 

Mr. Cape... Yes, sir. 

Senator Jounson. Now, Counsel, I do not know what relevancy 
it has to the question we are studying as to how much tax has been paid, 
unless there is some indication that he acted improperly in connection 
with his return, and there is no evidence here to that effect. I think 
you ought to go ahead and move this thing along. 

I can understand the witness’ position in not remembering how 
much tax he paid in 1948, because I do not remember-how much I paid, 
and Iam sure the other members of the committee feel the same way. 
I know it was not substantial. But with the return in front of us. 
evidently the witness did not pay a lot of tax. I do not know that it 
has much importance, and T want counsel to point out to the com- 
mittee what will be gained by pursuing this any further. I would 
suggest that we get into some more relevant testimony. 
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Mr. Rice. Now, sir, do you or counsel find any tax paid here? 

Mr. Dempsey. No. I see, according to that, that no tax was paid. 
Apparently some tax was withheld and they claimed it as an over- 
payment in one of the returns. 

Mr. Rice. On that the net result is nothing ? 

Mr. Dempsey. That is correct. 

Mr. Rice. Now, then, you have indicated that you processed some 
people for this Bluejay ‘project : is that right? 

Mr. Cavetu. I referred people who were subsequently hired. 

Mr. Rice. Yes. And you sort of screened them to see if you thought 
they were suitable for that project ¢ 

Mr. Carri. That is correct, sir. 

Mr. Rice. Have you had long experience in personnel work and in 
employment work ? 

Mr. Capeiu. Well, I have been 8 years with the agency. 

Mr. Rice. Before you were with the agency what were you doing ¢ 

Mr. Capety. Well, I spent a number of years as an investigator. 

Mr. Rice. Where was that ¢ 

Mr. Care.t. In the sheriff's office in Westehester County. 

Mr. Rice. I see. 

Mr. Carex. I worked in Africa for an aircraft company; I worked 
for Sperry Gyroscope Co. in the personnel department ; they are some 
of the places. 

Mr. Soe, Any other work? 

Mr. Carety. Oh, yes; I have had a number of jobs. 

Mr. Rice. Have you ever had any Government jobs ? 

Mr. Caretu. Yes, sir. 

Mr. Rice. Where was that ? 

Mr. Careti. The War Production Board. 

Mr. Rice. What did you do there? 

Mr. Care. I was an investigator. 

Mr. Rice. How come that you ‘left that employment ? 

Mr. Capen. I was dismissed. 

Mr. Rice. For what reason ? 

Mr. Careti. Well, by orders of the head of the department. 

Mr. Rice. I beg your pardon? 

Mr. Careiyi. By order of the head of the department. 

Mr. Rice. As a matter of fact, you were arrested. 

Senator Jounson. That was the manner but that was not the reason. 

Mr. Rice. As a matter of fact, you were arrested and convicted 
while you were following employment there, were you not? 

Mr. Careti. That is correct, sir. 

Mr. Rice. What was that for? 

Mr. Carenn. Conspiracy under one of the titles on a bribery matter. 

Mr. Rice. On a bribery? 

Mr. Carretu. Yes, sir. 

Mr. Rice. What was that about? 

Mr. Careiy. I don’t understand what you mean what was it about. 

Mr. Rice. Who bribed whom? 

Mr. Cavett, Oh, I was charged with conspiring with another man 
of the Department to agreeing to accept a gratuity from manufac- 
turers whom we had occasion to investigate. 
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Mr. Rice. That was a fellow by the name of Wiener who paid you 
a thousand dollars, about some pockets on some clothing; is that right ? 

Mr. Capeizt. No; that is not exactly right, sir; that is not exactly 
right. 

Mr. Rice. What was it? . 

Mr. Carey. There was nothing, so far as I reeall, in the charge 
that anybody had paid me anything, but that I had conspired to, and 
I pleaded guilty. 

Mr. Ricr. You pleaded guilty ? 

Mr. Capeti. That is correct, sir. 

Mr. Rice. So you admitted it was true? 

Mr. Careuyi. That is correct, sir. 

Mr. Rice. And you testified against someone else, did you not? 

Mr. Caren. Yes; the head of the department that I was working in. 

Mr. Rice. What sort of a sentence did you get for that crime? 

Mr. Care.n. Suspended sentence. 

Mr. Rice. Of what? 

Mr. Carveixi. I don’t recall, 

Mr. Rice. Well, let me refresh your ee I have a record 
here which is to the effect that on July 21, 1944, Capell pleaded guilty 
ina United States district court in New ‘York to all counts of the in- 
dietment which had been returned charging him with violations of the 
bribery statute. Sentence was deferred by the court on Capell’s 
promise to furnish full information concerning his bribery activities. 
He did that and subsequently testified for the Government in the trial 
of John L. Wilson. Wilson was convicted on May 16, 1945. He was 
vour boss, was he not ? 

Mr. Careti. That is right. 

Mr. Rice. On May 29 Capell was sentenced in the United States 
district court in New York, sentenced to a year and a day, with 
execution suspended, and was placed on probation for 2 years. 

In addition he fined you $2,000 and the judge allowed you a year 
to pay the fine. Did you pay the fine ? 

Mr. Careun. Yes. 

Mr. Rice. You were sentenced to a year, the sentence was suspended, 
and you got 2 years’ probation, and you paid $2,000 as a fine / 

Mr. Caretn. Except that by order of the judge the probation was 
removed, 

Mr. Rice. Now, then, were you ever arrested on any other occasions? 

Mr. Dempsey. I do not like to object, but this line of inquiry has 
not been indulged in with respect to any other witnesses today that 
I have listened to. 

Mr. Rice. Counsel, we are not trying to persecute the witness. I 
think the committee would be interested in the moral character, if any, 
of the witness, and for that purpose, if it is agreeable with you, I will 
offer his criminal record as it came from the files of the FBI. 

Mr. Demrsry. You are asking about arrests—as I understand it, 
there was no other conviction that this man had in his life, sir, other 
than the one you just mentioned, and I submit we should not go further 
than that. 

Mr. Rice. All right, sir. I will offer the criminal record obtained 
from the FBI, with the agreement of counsel that it relates to the 
witness. 

Mr. Dempsey. Yes. 
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Senator Jounson. The Chair would like to say this to counsel for 
the committee, and to the witness. We have taken considerable time 
here in taking testimony as to the tax payments that the witness has 
made. and as to the conviction that was obtained against the witness. 

Now. both of those are in the record, and I would like to go on as 
fast as we can. Whatever predicate counsel has laid, he has laid, 
and it is in the record. 

He admitted the conviction and he admitted he did not pay any 
taxes. Now, the committee is anxious to ascertain what that has 
to do with waste in overseas construction. I think it is the desire, 
at least of the chairman, and, I believe of the other members of the 
committee, that we not take any more time, unless there is material 
reason shown for these questions. 

Mr. Caren. Mr. Chairman, when I was served with a subpena, | 
understood that the committee was interested in irregularities, if any, 
on overseas-base construction. 

Mr. Rice. Does that show in the subpena ? 

Mr. Careti. No; I understood that from a press release, and with 
that thought in mind I have a statement which contains information 
which I believe would be of value to the committee. I don’t know that 
the fact that I was convicted once of a crime 8 years ago, and since 
that time nothing has occurred against my record—I have led a good 
life; I have got four children. There are newspaper reporters here. 
My business is being jeopardized, possibly, because of adverse 
publicity. 

Senator JoHNson. Now, the chairman has already made a state- 
ment on that question. 

Mr. Carpet. May I ask, Mr. Chairman, that this statement— 

Senator Jonnson. I think the witness can rely on the Chair for 
fair treatment. 

Mr. Carett. Right, sir. 

Senator JonHnson. And the Chair will attempt to see that justice 
is done 

Mr. Carenn, Thank you, sir. 

Senator JOHNSON, Counsel will proceed. Let us try to get at what 
we want. 

Mr. Caretn. I want to say, Mr. Chairman, that I have a statement 
here which I believe the committee will find is directly related to 
the subject matter before them, that I would like to leave with the 
committee. 

Senator JoHNson. Before you leave the witness stand, we will be 
glad to go into that. 

Mr. Rice. LT submit, Mr. Chairman, that the line of questioning was 
purely to establish for the benefit of the committee the type of charac- 
ter of the individual who was in a position to screen and help to 
recommend for hiring for a secret Government project: it was for 
that purpose alone. 

Senator Jounson. Fine. The committee would ‘be very interested 
in counsel going ahead and developing that angle. The only point 
the chairman of the committee wants to make is that we have had 
ample evidence as to the tax payments and as to the conviction. If 
we can go into his connection with overseas construction and elaborate 
on it some, I think it would be of value. 
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Mr. Rice. I think the record is complete on that point, Mr. Chair- 
man. I have no further questions. 

Senator Jounson. Senator Hunt? 

Senator Hunt. At the start of your testimony you spoke of 296 
applicants whom you had serviced for the Army Engineers. 206 
applicants paid no fees. Would you explain that statement? 

Mr. Cape... Yes, Senator. It was 297 people who were placed 
by the agency in overseas jobs during the year 1951; but of the 297, 
206 of them were placed with private Organizations who have nothing 
to do with Government contracts or the Cor ps of Engineers, and 
who did not pay any fee at all. 

In other words, the company paid the fee, and the applicant paid 
nothing, so the ratio of the people who paid fees as against those who 
didn’t pay is almost 3 to 1. 

Now, Mr. Dillon, Senator, if I may elaborate, Mr. Dillon said 
there were a hundred-and-eighty-some-thousand people working 
overseas on construction bases. I placed eighty-six of the one- -hun- 
dred-and-some-odd thousand. 

Senator Hunv. That clarifies my inquiry. I just wanted to know, 
to bring out for the record, that the 206 you spoke of as paying no fee 
were not recruited for Gover nment work. 

Mr. Carpet. That is correct, sir. 

Senator Jonnson. Any other questions, Senator ? 

Senator Hunt. No. 

Mr. Rice. Do you have your register with you that you are required 
to keep by the New York State law? 

Mr. Carey. Yes, sir. 

Mr. Rice. Is that made out—are the lines numbered on that? Do 
you have that handy there? 

Mr. Carett. Would you mind if counsel would look at it? I don’t 
have my reading glasses. 

Mr. Rice. Are they numbered ? 

Mr. Capenu. Yes, sir. 

Mr. Rice. Take a look at line 1828. 

Mr. Dempsey. Do you mind if I look over his shoulder, to save time ? 

Mr. Rice. Yes; goahead. I guess that is page 1828. 

Mr. Dempsey. Yes, sir. 

Mr. Rice. What does that show? What is the name of the applicant 
there ? 

Mr. Carety. There are several on page 1828. 

Mr. Rice. Is there an applicant there—name some of them. 

Mr. Demrsry. You mean employer or employee ? 

Mr. Rice. Applicants. 

Mr. Caretyi. Applicants ? 

Mr. Rice. Yes. 

Mr. Cavett. Edward A. Tanner, Joseph P. Alexander, Franklin 
Schimek, Edward M. Plenzo, William Kimmel, Barkett M. Barkett, 
Omar Borton, Nina Avella, David M. Duggan. 

Mr. Rice. What is that name ? 

Mr. Caretn. David M. Duggan. 

Mr. Demrsry. D-u-g-g-a-n. 

Mr. Rice. What does it show about Duggan ? 

Mr. Dempsey. Do you want me to read it across for the record ? 

Mr. Rice. Yes. 
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Mr. Dempsey. That the employer is the Metcalf & Eddy & Hopkins 
of 61 Broadway. 

Mr. Rice. That is Bluejay then ? 

Mr. Care. Yes. 

Mr. Dempsey. The kind of help requested was steno; I assume that 
means stenographer, is that correct ? 

Mr. Carey. Right. 

Mr. Dempsey. And the name is David M. Duggan. The rate of 
wages is $10,899.20. 

Mr. Rice. $10,000 per year ¢ 

Mr. Dempsey. Yes, sir. 

Mr. Rice. And what is on the next page about the fee ? 

Mr. Dempsey. There is nothing on there about that. 

Mr. Carewt. There is nothing on that. It would be in another book. 

Mr. Rice. You do not show fees? 

Mr. Dempsey. Would you like to see this, Mr. Rice? 

Mr. Rice. Yes. 

Mr. Dempsey. Have you got a book to show the fee that was paid ‘ 

Mr. Caretyi. I think on the edge there there is a cross reference 
number. 

Mr. Dempsey. The cross reference number would be A-4427. 

Mr. Careti. No. 

Mr. Dempsey. Here it is. 

Mr. CapeLu. Yes, sir. 

Mr. Rice. What was the fee ? 

Mr. Dempsey. $260, if I am not mistaken. 

Mr. Rice. That was the fee charged. Did he pay it? 

Mr. Dempsey. Yes, sir. 

Mr. Rice. Can you tell that from the record ? 

Mr. Dempsey. Yes, sir. 

Mr. Rice. You are sure about that ? 

Mr. Dempsey. If my eyes are good. 

Mr. Rice. All right, sir; thank you. 

Mr. Dempsey. If you are finished questioning, could we read the 
statement into the record ? 

Mr. Rice. How long is the statement ? 

Mr. Dempsey. Very short, several pages. 

Mr. Carey. It is very important, Mr. Chairman: I believe you will 
find it most interesting. 

Senator Jounson. Submit your statement to the chairman, and I 
will review it while I ask the witness some questions, 

Senator STENNIs / 

Senator Stennis. I want to ask one additional question now. Do 
I understand that in 1951 the gentleman placed 86 people with the 
contractors who were working for the Government, is that correct ? 

Mr. Careuy. That is correct, Senator. 

Senator Stennis. All right. 

You have it broken down there as to how many of those were tem- 
porarily employed and how many were permanent? Do you have a 
breakdown on that ? 

Mr. Carey. All of them were on permanent contracts. 

Senator Srennis. All of them were permanent / 

Mr. Care. Yes, sir. 
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Senator Srennis. In other words, all overseas employment is classi- 
fied as permanent under your test, is that correct 

Mr. Careuz, That is right, sir. 

Senator Srennis. They do not take them unless—— 

Mr. Careii. Unless there is a year contract involved. Usually un- 
less there is a year or year-and-a-half or 2-year contract involved, 
usually—there are very few cases where there may be a 6- or a 9- 
month period. It is generally 1 or.2 years, and they get a signed 
contract before they leave. 

Senator Srennis. And this 10-week proposition does not apply 
to these 86? 

Mr. Careti. No, sir. 

Senator Srennis. No. All right, thank you, Mr. Chairman. 

Senator Jounson. You heard the testimony of the witness this 
morning on the waste that he believed is occurring in connection with 
overseas bases / 

Mr. Capgty. Yes, sir. 

Senator JoHnson. You heard him specifically refer to the waste 
in advertising ? 

Mr. Capeiu. Yes, sir. 

Senator Jounson. Have any such instances come to your attention, 
other than what was testified to this morning ?¢ 

Mr. Capen. Yes. There is a considerable amount of information 
on the subject, sir, in that statement. 

Senator Jounson. Would you care to comment specifically on the 
waste that you have observed in connection with advertising for re- 
cruitment on overseas bases / 

Mr. Carreuy. Yes, sir; I have seen no such waste. 

Senator Jounson. Then you are not familiar with any wasteful 
practices in connection with the advertising for workers on overseas 
bases ? 

Mr. Capetzi. No, sir. To the contrary, I would say that the con- 
tractors from my observations are extremely careful in the amount of 
money they spend in advertising, and I heard about this Alaska thing, 
but I know that approximately the same day, as was read by Mr. 
Dillon, such an ad appeared in the New York papers. 

Senator Jonnson. You would say the Alaska article that was placed 
in the record was an isolated instance ? 

Mr. Capeuy. I would say most isolated, if true. I find it almost im- 
possible to believe, because that particular contractor can get all the 
help he needs right here. He would not have to send to Alaska for 
it. It seems ridiculous. I would say if it is so, it was probably a 
practical joke. 

Senator Jounson. Now, so much for the advertising. 

You have heard testimony that there was in: idequate screening pro- 
cedure. Is that your information ? 

Mr. Capety. No, sir; no, sir; my information is that the men before 
they are hired are given very thorough interviews by the contractors. 
Very often they are sent to an engineer within the contractor's organ- 
ization for special technical interviews to see whether they are thoro- 
ughly qualified; and the contractors check their references to see 
whether their previous work record, as outlined in the application, is 
accurate; and in many cases the entire file is submitted to a contractor 
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officer of the Corps of Engineers for review before the man is hired, 
particularly in ad.ninistrative jobs. 

Senator Jounson, On the security angle, what is done? 

Mr. Cavet. Of my own knowledge—I don’t know the security 
practice, but as I understand it—each person is checked through the 
Government contract officer. In the case of the Army, the Army 
takes care of security, and in the district office they have a security 
officer who, [ understand, sees ™ at these new employees are properly 
checked. What check is made, 1 am not certain of it. 

Senator JoHNnson. Have you made any referrals to Government 
contractors that have come bac k on you because of sec urity reasons / 

Mr. Carri. No, sir; not tomy knowledge; that has never happened. 

I would like to add there, sir, that Mr. Dillon mentioned there was 
a big turn-over. We placed 19 people on the Blue jay project, and 
I received word from the Boston office that all 19 of them completed 
their contract satisfactor ily; ; and to get those 19 pe ople we interviewed 
several hundred, to screen them down to get those 19. 

Senator Jounson. Do you feel that the provision of the contract 
read by counsel is a provision that actually does not mean what. it 
says, and is not placed in practice? Tam referring to charging a man 
who may work a short time and then be called into service, 5 percent 
of his total yearly salary ¢ 

Mr. Carevs. I think, Senator, if I may say so, that there has been 
a great deal of criticism of agencies—there is a big smoke here. 1 
have got a lot of facts that will explain it. So far as charges are 
concerned, if any applicant is overcharged in this State or in this 
city, | must say the license commissioner is most diligent, and he will 
have the agency subpenaed down for hearing, and he will revoke the 
license instantly. They just don’t allow it. They inspect these 
registers, and they inspect the receipt books to see just exactly what 
you have got in your files. They go through your whole office 
periodically, and they administer the law as it is written. 

I say, Senator, that there are two kinds of agencies, the licensed 
kind and the kind that are not licensed. 

Senator Jomnson. When you say they inspect these registers, who 
do you mean ¢ 

Mr. Capen. I say the inspectors working for the commissioner of 
licenses of the city of New York come to your office without any 
notice and look at your books and records, and if they find the slightest 
thing wrong, you are given a subpena and you are down for a hearing. 

I say there are two kinds of agencies, the ones that are licensed and 
the oneg not licensed, but who do employment work as, for example, 
Mr. Dillon’s organization, who are referring people, who are collect- 
ing initiation fees, and there is an estimate in this report that over a 
period of years, if his own statements are accurate, about a half 
million dollars has i. n paid into his organization. 

It would be interesting to know how many of these people, these 
10,000 people, actually got jobs; and the ones who didn’t get jobs, 
what they were paying for. I mean, what were they giving the $25 
for, for a list of contracts awarded by the Corps of Engineers? You 
can get that from McGraw-Hill for $5 a year or from the newspapers: 
so, of 10,000 people, how many actually got jobs, and what happened 
to the half million dollars. 
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I am questioned about a few dollars in taxes. Dillon was here, and 
he collected a half million dollars. He is a nonprofit organization. 

Mr. Dillon says, as his letterhead indicates, that he is connected with 
the American Federation of Labor. 

Last September of this year the American Federation of Labor de- 
nounced him. They said he was not connected with them. 

Senator Jounson. Well, you are denouncing him now, but that is 
not what the committee wants to know. 

Mr. Caretu. No, sir. I say the committee want to know about waste. 
There is waste because of Mr. Dillon’s letter writing, his threatening 
of Government people that unless they take employees from him— 
unless they do business with him, t take his members, cut out these 
thieving agencies—why, he is going to have all sorts of senatorial and 
congressional committees called to give them a bad time. That has 
been his theme. 

Senator Jounson. A senatorial committee, so far as this one is 
concerned, is not going to give anyone a bad time who is not entitled 
to a bad time. But it does want the witness to follow the questions, 
and to give answers. 

Mr. Carett. I am sorry, sir. 

Senator Jonnson. If we want you to make additional contribu- 
tions, we will ask you to. Now, your experience has been that none 
of the men you have recruited for these projects, and have referred to 
these projects, have been turned down because of inadequate security 
screening on your part. 

Mr. Capetz. I know of no such instance; no, sir. 

Senator Jounson. All right. And you feel that in each and every 
instance that has come to your attention the fee charged has been a 
reasonable fee for the service performed ? 

Mr. Capeuu. Yes, sir; I do, sir. 

Senator Jonson. And in line with the usual and customary charge 
for such service ? 

Mr. Capetu. That is correct, Senator. 

Senator Jounson. And in most cases that has been 5 percent of the 
gross earnings of the first year; is that correct? 

Mr. Cape.y. Yes, sir; except there is only one difference: The rates 
in New York are a little bit lower than they are in some of the other 
States. 

Senator Jounson. Generally speaking, when you have received a 
requisition for workers from a Government contractor, you have been 
able to fill that requisition with qualified people that the contractor 
has found desirable for the employment given ? 

Mr. Carri. That is correct, sir. 

Senator JoHnson. What comment do you care to make in connec- 
tion with the effectiveness of the United States Employment Service 
as you have observed it? 

Mr. Cape. Well, sir, I think the United States Employment Serv- 
ice does a very good job. I had occasion to work in cooperation with 
them during the year 1944, a portion of the year 1944, and 1945 on the 
atomic project in Oak Ridge. We placed a number, a large number, 
of engineers and scientific personnel on that project, and there was an 
arrangement whereby we have the confidence of the contractor, J. A. 
Jones Construction Co., from Charlotte, N. C., and we would telephone 
the contractor when we had a good engineer that we could get to work 
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down on that project, and they would accept our recommendation over 
the phone. 

We would check the references, send the man to the United States 
Employment, and they would transfer his eligibility down to the 
Knoxville district. So, we actually worked in cooperation with them. 

Some people—engineers, particularly accountants—don’t like to go 
to a public place for a job. They would rather go to a private place. 
They feel that, as long as they are willing to pay the fee, nobody should 
raise any objection to it. They don’t have to go to a private agency, 
and I don’t think there has been an iota of evidence submitted—that I 
have seen—that anyone has to go to a private agency at all. I mean, 
they do it of their own free will. We advertise, and they go in and 
apply for a job. 

Senator JouNson. At that point, let me ask you this question. 

Mr. Caprety. Yes, sir. 

Senator Jounson. You have rather intimate contact with the men 
that you have referred to these various oversea jobs, both before and 
after their employment; is that correct? 

Mr. Capetz. That is correct, sir. 

Senator JoHnson. Has it been brought to your attention by any 
of these people that you have referred that there is any gross waste 
in connection with these oversea projects? 

Mr. Carexy. No, sir; no, sir. To the contrary, our experience has 
been that the men who go overseas and find jobs do well; they come 
back and they go out a second time. 

We have men going out a third and fourth time, and if these proj- 
ects were full of waste and bad conditions I seriously doubt that the 
men would want to go out a second and a third time, but they do. 

Senator Jounson. Do any of them tell you that they resent filing 
with you and being refe rred to a job by your agency r: ather than by a 
regular Government service, or that they would prefer employment 
direct from the contractor ? 

Mr. Careiy. No, sir, because no one has to go into a fee-charging 
agency unless he wants to do it of his own free will. There is nothing 
in the paper that says who the job is with. He comes in looking for a 
job, and we help him. If we are successful, we charge him a fee; and, 
if we are not, we charge nothing. 

Senator Jounson. Why, in your opinion and judgment, do they 
come to you! 

Mr. Carein. They come to us because they feel we can help them. 
We fill out their applications. We have applications for the employ- 
ing companies. We have applications for the oil companies, for ex- 
ample, the construction companies. 

We help them fill out their applications. We tell them that the 
employing individual is going to want to have proof of birth, saying, 
“Can you prove 3 you are a citizen? What proof are you going to be 
able to offer?”—and to get it, and to let us check it and see that it is 
all right—“If you have been in the service, get a discharge; if you 
are disabled and you are unable to pass the physical, in that case you 
are wasting their and your own time.’ 

Senator Jounson. What service do you perform that is not avail- 
able to them without charge with the U SES? 

Mr. Careti. That is not available in the United States Employ- 
ment? Well, I would say preparing résumés, filling out of employer’s 
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applications, trying to give him individual attention, which is very 
difficult to do in a public office, trying to get his views on what he 
wants, and then trying to develop the job “for him rather than say 
that, well, this job needs people, and that he ought to go on this one. 
We try to get the man what he wants. 

Senator Jounson. I have observed here that you have a memoran- 
dum lirected to the chairman. It consists of about six pages, and 

1 hasty glance indicates that a considerable portion of it has been 
covered by your extemperaneous remarks. 

The Chair wants to give the committee the benefit of any observa- 
tions or criticisms or suggestions that you may care to make on this 
general subject, consistent with our time limitations. So, without 
objection, the entire statement will be included in the record of the 
hearing. If it is the desire of the witness to elaborate on any specific 
point included in that memorandum for the benefit of the committee, 
and for whatever effect his oral delivery may have on the committee, 
we will be glad to hear him. Otherwise, we will conclude our exam- 
ination as promptly as possible. 

If the witness so desires, he can read all or any portion of it. His 
statement is made a part of the record at this point. 

Mr. Caveiy. If the Senator would permit, I think I would like to 
have permission to read the statement. The other witnesses were 
given the same permission, and I think it is important enough—— 

Senator Jounson. No; the other witnesses have not been given the 

same permission. Most of that statement you have read at one time 
or another. The Chair would be glad to indulge you if you want to 
insist upon reading it. 

Mr. Capreiu. I would appreciate it. 

Senator Jonson. This committee now is not going to spend all 
after noon on repeating stuff that is already in the record. 

Mr. Carexy. I don’t think it would take over 10 minutes. 

Senator JoHnson. You may proceed. 

Mr. Capreti. May I ask that counsel read it for me’ I don’t have 
my glasses. 

Senator Jounson. No; the statement will be made a part of the 
record. 

Senator Acunr. I wanted to ask the witness, Is your Personnel 
Service Bureau a member of the National Employment Board ? 

Mr. Capen. No, sir. 

Senator Hunt. Have you made application for membership / 

Mr. Capeiu. Never. 

Senator Hunr. Would you mind telling the committee why you 
are not a member ? 

Mr. Caren. We are not a member of any organization. You see, 
that is one of several organizations in the ‘employ ment-agency field. 
We have never belonged to any organizations. 

Senator Hunr. You are general manager of your corporation. 
Who are the other officers / 

Mr. Careuu. I outlined them, Senator—Mrs. Capell and Joseph 
Capell, my brother. 

Senator Henr. Who passes on your expenditures for entertain- 
ment in your corporation; just yourself ? 

Mr. Capety. I would say generally, yes, sir. 
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Senator Hunr. I understand you spent $13,000 entertaining in 1 
year, and that was allowed by the Internal Revenue Bureau? 

Mr. Capen. Well, the Internal Revenue disallowed a portion one 
year. No, they disallowed a portion for two years. 

Senator Hunr. Was any great amount of it disallowed ¢ 

Mr. Capeii. Four hundred dollars, T believe, for each year; that is, 
it amounted to an additional tax of $400. 

Senator Hunr. What do you allow yourself, as manager of the cor- 
poration, each week for an expense account ? 

Mr. Capeti. Well, it would depend on the vear, Senator. There 
have been some weeks I have allowed $50, and some when it has been 
less, sir. It would depend. 

Senator Hunr. That is all I have. 

Senator Jounson. Any further questions, counsel 

Mr. Rice. No. 

Mr. Careti. I won't read any of this, Senator, if it is going to be 
holding up time; I won’t read any of this. 

Senator Jonnson. I have observed that a great deal of that state- 
ment is already in the record, and the full statement has been made a 
part of the record. But for the benefit of the audience, if the witness 
wants to have counsel read any portion or all of it, the committee will 
permit him to read it. I will ask counsel to examine it and make his 
own decision. The Chair wants to have it understood that the witness 
will have full freedom and opportunity to give his views and his 
recommendations, and if you look over that statement and present it, 
we would be glad to have counsel read it into the record. 

Mr. Dempsey. I am not going to read the statement, Senator, but 
they have annexed to it the letterhead of the Construction Men’s As- 
sociation, and you will observe that at the top of the letterhead is the 
American Federation of Labor; also annexed hereto is a photostat of a 
resolution which was adopted at the last convention of the American 
Federation of Labor at San Francisco, repudiating and rejecting the 
right of this Construction Men’s Association to use that name. 

Senator Jounson. Without objection, then the record will include 
the statement, together with the photostatic copy of the proceedings 
and the purported letter of repudiation. (See appendix B.) 

(The documents referred to follow :) 

Mr. Dempsey. This letter which we ask to have made a part of the 
record is over the signature of Mr. Dillon, regarding a job for a man 
he is trying to place, and he puts this down there: 

“T believe I would also mention that he is both a Canadian and 
American citizen and that he would have no trouble in getting an 
American passport.” 

Now, that is the kind of advice that is coming out of this Construe- 
tion Men’s Association. How a man could be both is beyond me. We 
submit that all the water in the ocean is not on the surface, and we 
would like to have the committee know something about this Construc- 
tion Men’s Association. 

Senator Jonnson. The committee is very pleased to receive the ex- 
hibits, and as has already been said, they have been made a part of 
the record. 

We again invite counsel to put anything else he wants to put into 
the record, which is pertinent and relevant. 
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Mr. Dempsey. There is a lot more that you will read and make a 
part of your report. 

Senator Jonnson. Any further questions? Thank you very much, 
Mr. Capell. 

The next witness is Mr. R. C. Wall, personnel manager for the Atlas 
Constructors, who are building the North African air base. 

Mr. Wall, will you come forward, sir. Will you raise your right 
hand, please. Do you solemnly swear the testimony you are about to 
give the committee will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 


TESTIMONY OF R. C. WALL, PERSONNEL OFFICER, ATLAS 
CONSTRUCTION 


Mr. Watt. I do. 

Senator Jounson. Mr. Wall, the committee is delighted to have you 
appear today. Were you in the room this morning while we received 
testimony from the other witnesses ? 

Mr. Wau. Yes; I have been present all day. 

Senator Jounson. You heard all the witnesses testify ? 

Mr. Watt. That is correct. 

Senator Jonnson. And you are familiar with the general problem 
that we are exploring and the allegations that have been made here 
and there? 

Mr. Watt. Yes, sir, that is right, 

Senator Jounson. How long have you been with the Atlas Con- 
structors ¢ 

Mr. Wa.L. Since late February of last year. 

Senator Jonson. Would you give us a little bit of your back- 
ground, your age, your training, and your employment record ? 

Mr. Wat. Yes. My age is 38; I got into personnel work specifically 
in 1937, starting with the State Employment Service of California, 
Department of Employment. 

Senator Jonnson. A little louder, please. 

Mr. Watt. I was with them until 1942. I returned to that organi- 
zation in 1946, and left them again in 1947, going back into construc- 
tion personnel. I have been primarily in construction personnel. 

Senator Jounson. Would you speak a little louder, please ? 

Mr. Wat. I am sorry; I have a little bit of a cold, and it is rough 
on my throat. 

I have been in construction personnel on different contracts, both 
in the United States and foreign work. 

As far as the hiring of labor is concerned, I have been in that for 
approximately 7 or 8 years. 

Senator Jounson. Are a substantial portion of your employees for 
foreign construction referred to you by private employment agen- 
cies? 

Mr. Watt. Practically none. 

Senator Jounson. Practically none? How do you obtain your em- 
ployees? : 

Mr. Wau. Mainly through building up our own recruitment or- 
ganization and working throughout various parts of the United States, 
where we can get the type of manpower we need. | 


eens 
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Senator Jounson. What is the approximate cost per man, on an 
average, delivered to the foreign construction site? 

Mr. Watt. I have some figures with me. On this particular proj- 
ect 

Senator Jounson. Would you care to identify the project? 

Mr. Wau. Yes. This is the work in French Morocco, air base con- 
struction. From January 3, 1951, to October 31, 1951, average cost 
per man, including all costs, $717.90 delivered to the job site. 

Senator Jounson. Could you give any comparative figures for 
other jobs in which your company has participated / 

Mr. Wau. No, sir; I don’t have those with me. 

Senator Jounson. Is this the only foreign base which your com- 
pany is doing? 

Mr. Watt. Atlas was formed solely for this. 

Senator Jounson. What companies make it up? 

Mr. Wau. Morrison-Knudsen, Bates & Rogers, Ralph E. Mills Co., 
Nello L. Teer Co., and Blythe Bros. Co. 

Senator Jounson. Is it a cost-plus-a-fixed-fee job / 

Mr. Wau. That is right, sir. 

Senator Jounson. In the light of your rather vast and varied ex- 
perience in the employment field, do you regard the $717 cost as being 
excessive ¢ 

Mr. Wau. Compared to other contracts I have been on, and con- 
sidering the transportation problems, and so forth, on this job, I 
believe it is rather reasonable. Undoubtedly there may be certain—— 

Senator Jounson. Are you aware of any waste of contractor’s 
funds or public funds in connection with advertising and recruitment 
of the workers? 

Mr. Wau. No; Iam not. We are very careful in controlling both 
the text, the extent, the type of our advertising, and how it is handled. 

Senator Jounson. Were you in the room this morning when the ad 
from the Alaska paper was read ? 

Mr. Watt. Yes; I was. 

Senator Jounson. Would you care to make any comment on that? 

Mr. Wau. Well, we would not have recruited | in Alaska because for 
one thing, we will not furnish transportation éxcepting ren the 

continental limits of the United States. Secondly, Alaskan wage 
scales are somewhat higher, in most instances, than our own. 

Senator Jounson. Than the ones applying to your overseas job? 

Mr. Waut. That is right. Therefore, it would be of practically no 
benefit to us to attempt to recruit there. 

Senator JouNnson. You would think that advertising spent in con- 
nection with such recruitment would be a waste of money, and you 
would probably explain it by saying it was just an isolated instance, 
or that somebody made a mistake in placing the advertisement ? 

Mr. Watt. I believe that would probably be it: yes. It is possible 
for some spec ifie project that you might get people of a certain type of 
experience in that area 

Senator Jonson. Have you supervisors on your job found that 
men generally recruited by you—referred by you and the recruiting 
officers—that the large percentage of them were not qualified when 
they reported on the job / 

Mr. Watn. I think the majority of our people, our supervision are, 
generally speaking, satisfied with the quality and experience of the 
men they are getting. 
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Senator Jounson. Have you had any substantial number of them 
cut back or discharged because of lack of qualification ? 

Mr. Watu. To my knowledge, very, very few. I would say it is 
well under, oh, it can’t be more than 25 or 30 from overseas at the 
most. 

Senator Jounson. Out of how many? 

Mr. Wax. Out of almost 5,000. 

Senator Jounson. Twenty-five or thirty have been returned? 

Mr. Wax. I mean that have returned for that specific reason, 
that is right. 

Senator Jounson. What screening is given a prospective employee 
by your organization, both as to his qualifications for the job for 
which he is being employed, and as to precautions against possible 
sabotage or disloyalty / 

Mr. Wau. Well, in the first place, we require a minimum of 5 
years’ experience on our craft personnel. 

When we receive an application we check that through references 
of past employers, determining not only the dates, but the type of 
experience stated as being approxim: ately correct. 

Senator Jounson. Do you confirm the applicant’s statements with 
regard to his experience / 

Mr. Wat. That is right. 

Senator Jounson. By individual checks of his references / 

Mr. Wat. Yes. 

Second, we have a staff of field recruiters who personally interview 
these men and try to evaluate as far as it is possible to do so the type of 
experience in relation to the opening that we have. 

Third, we, in some instances, where we have reason to doubt en- 
tirely the accuracy of the statements made or the adequate exper- 
ience, try to clear through our various departments here in New York 
with departments or experienced personnel to evaluate again that ex- 
perience as against our requirements. 

Senator Jounson. Have you referred any people to foreign jobs 
who have been returned because, in the judgment of the officials in 
charge of the project, they shouldn't be allowed to work because of 
possible disloyalty ? 

Mr. Watx. To my knowledge, no. We have had one or two in- 
stances here in New York of refusal of the State Department to grant 
passports. However, what the reason behind that was we do not 
know ; we don’t ask the State Department on that. 

Senator Jounson. Is the loyalty screening procedure adequate to 
protect against disloyalty ¢ 

Mr. Waxu. It depends on how far you go on the security angle. 

Senator Jounson. Does it go far enough, i in your judgment, { to be 
adequate? Is it adequate, in your judgment / 

Mr. Watt. For strictly classified work I doubt that it would be 
considered adequate. We do one other thing, however, which I 
don’t believe has been brought out. We require each individual to 
secure from his place of residence, either his police chief or county 
sheriffs department, something of that sort, « letter advising his 
status as far as legal violations of any kind are concerned. That 
also helps in our screening because certain types of minor violations 
within the States are certainly not a good thing on a foreign job. 
I am thinking particularly of drunkenness and things of that nature. 
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Senator Jounson. What additional requirements would you add, 
so far as security is concerned, that you do not now have ¢ 

Mr. Wau. I think we should probably fingerprint and clear with 
the central agencies of the FBI. 

Senator Jounson. You do not do that / 

Mr. Wau. No. 

Senator Jounson. You do not fingerprint 4 

Mr. Wau. No; we depend on the police departments to issue finger. 
prints. 

Senator Jounson. Have you made that recommendation / 

Mr. Wauu. No, I don’t think—— 

Senator JoHnson. Do you think it might be well for ‘you to do so, 
and give your contractor superiors an op portunity to act on their 
own initiative, as well as bringing the matter to the attention of the 
contracting governing agency ¢ 

Mr. Watu. I think it would be wise to do that. 

Senator Jownson. Would you submit such a recommendation ? 

Mr, Wat. I would be glad to. 

Senator Jonnson. Have you utilized the services of the United 
States Employment Service in connection with your overseas con- 
struction ? 

Mr. Watt. Yes; we have. 

Senator Jonnson. Would you care to give us a comment on its 
value ¢ 

Mr. Wari. Well, at the present time we have recruiters in three of 
their offices. At various times we have utilized their facilities. By 
that I mean we have put our recruitment representatives into approxi- 
mately 10 or 12 of their field offices in various locations. As far as 
allowing the Employment Service or, for that matter, any employment 
agency, the power to make a hiring commitment, | would be very 
strongly against it. 

The majority of their personnel are not qualified to speak for the 
contractor or, for that matter, any other employer in the final judg- 
ment or evaluation of an individual. 

As far as clearance procedures are concerned, they are pretty cum- 
bersome. We cooperate in the sense of advising the Employment 
Service wherever we happen to locate for recruitment on the open- 
ings that we have, but the type of men that we are after, normally 
are not registered with a local Employment Service office. 

Senator JoHnson. What explanation do you have for that? 

Mr. Wari. Well, the type of men we are after normally are mem- 
bers of a labor organization which handles their referral to jobs, and 
unless they happen to be unemployed or drawing unemployment in- 
surance or something, they would not go to the employment office. 

We also, of course, work quite close ly with the various locals of the 
different crafts with which we are concerned. 

As far as technical and administrative personnel are concerned, we 
get slightly better results, perhaps, from the Employment Service. 
However, there again there is some truth in the statements that have 
been made that certain types of people, particularly professional 
people, do not care to go to those offices if they can avoid doing so. 

Senator Jounson. Any questions, Senator Stennis? 

Senator Srennis. I think not. 

Senator JouNnson, Senator Hunt ? 
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Senator Hunr. Mr. Wall, you give a figure of something in excess 
of $700 per man as cost of recruiting. Does that mean placing them 
on the job abroad or is that just delivering them at the water's edge 
State-side ? 

Mr. Wat. No; that is delivering them to the job site, overseas. 

Senator Hunt. Overseas ? 

Mr. Watt. That is correct. 

Senator Hunt. That would include their ocean travel? 

Mr. Wau. That includes all phases of recruitment, including the 
operation of the personnel department; I mean by that overhead, sala- 
ries, advertising, medical costs, passport fees, transportation within 
the States, and both pay and per diem allowances to the job site. 

Senator Hunt. By and large, you do your own recruiting; is that 
a correct statement ‘ 

Mr. Wat. Yes; we do. 

Senator Hunr. I might, for the record, make the observation, be- 
cause you have such companies as Morrison-Knudsen, large construc- 
tion companies; you constantly have a great backlog of skills which 
can transfer from job to job; is that not true? 

Mr. Wau. That is entirely correct. 

Senator Hunt. And you do not make any use of the private em- 
ployment agencies? 

Mr. Wat. No; we have, I think at the inception of this contract, 
during the organization period, the first month or so before personnel 
were set up and actually operating, one or two people in the engineer- 
ing department may have placed an order or two with private agencies. 
As soon as we found out about that, of course, we took over. 

Senator Srennis. Please speak just a little louder. 

Mr. Watt. I am sorry. I say at the beginning of our department, 
I think one or two people in our engineering department did place 
orders with a private agency. However, the moment we found out 
about that we canceled those orders, and we never utilized those since. 

Senator Hunr. Would you make a brief statement as to why you 
do not use private employment agencies ? 

Mr. Wau. One or two reasons: One, of course, is the fee angle; 
secondly, and equally as important 

Senator Jounson. What do you mean by the fee angle? You do 
not want to pay a fee or you do not want the worker to pay a fee? 

Mr. Wau. I don’t want to see anybody pay ing a fee for a job. Sec- 
ondly, we feel that a construction man or an engineer obviously should 
know enough to go to a construction company or an engineering com- 
pany to get a job. 

If we have anything open, he will get it if he is qualified for what 
we have. 

If we do not have it open, of course, that is just too bad. Perhaps 
from the standpoint of the fee agencies or, for that matter, the em- 
ployment service, it may be a convenience to the individual to go 
there where there may be centralized listings. However, we, in effect, 
have centralized listings, because we are constantly advising our field 
people of our requirements. 

Senator Hunt. So you think it is a waste of money for an applicant 
to pay 5 percent for an ov erseas base job, when he can do equally 


as well by going to the contractor in charge? 
Mr. Watt. I do. 











HIRING FOR WORK AT OVERSEAS BASES 77 


Senator Hunt. Mr. Chairman, I think that is a very splendid 
record, in that you only have 20 or 30 returns or rejects out of some 
5,000 men who are employed. 

Mr. Wau. Senator, that was for one reason; that was returned be- 
cause of being unqualified. 

Senator Hunr. That was just for one reason ? 

Mr. Wav. That is right. 

Senator Hunt. Could you give the committee an estimate of the 
number you have returned for ‘all reasons? 

Mr. Wau. Yes. Mr. Dillion mentioned a figure. I believe, of 49- 
point-something percent this morning. Our actual statistical figures 
for the calendar year of 1951 are approximately 24.8. 

Senator Hunr. About half? 

Mr. Watt. Right. 

Senator Jounson. About a fourth? 

Mr. Wax. 24.8. 

Senator JoHnson. What is the largest reason ‘ 

Mr. Wau. The largest reason, I think, is homesickness. 

Senator Stennis. What? 

Mr. Wau. Homesickness. 

Senator Jonson. And next? 

Mr. Watt. Well, a number of other things then begin to enter into 
it. We have one fairly large group, oh, probably 15 to 20 percent of 
those who have returned, have been discharged for cause. 

Casa Blanca, of course, is rather a peculiar situation. It is a wide 
open city, and some of these fellows get downtown and don’t show 
up for work for a few days, and usually they get fired for that. 

We have had some medical terminations. We have had some people 
leave us because of what they term conditions; in other words, they 
say that they think it is too dusty or it is too hot or the living quarters 
are not what they would like to have, or they complain about food 
or medical care, any one of a number of things. 

Senator Jonnson. I see your termination report shows that in ex- 
cess of 1,100 out of 4,700 terminated during the period of April 
through December. 

Mr. Wau. That is right. 

Senator Jounson. And just summarizing quickly, it appears that 
962 of the 1,174 resigned, 144 were terminated and discharged for 
cause, 50 medical discharges, 9 deaths, 8 completion of contract, and 
| for the convenience of the Government. 

Now, concerning the 962 that resigned, did they resign largely be- 
cause of homesickness ¢ 

Mr. Wai. One way or another, it would amount to that. 

Senator Jounson. It cost you approximately, or it cost the Gov- 
ernment, approximately $717 to recruit each one of those 900 people; 
is that right ¢ 

Mr. Wau. That is right. 

Senator Jonson. That is a 1 pretty heavy cost for Uncle Sam. 

Mr. Wat. That is expensive. 

Senator Jounson. It is expensive to lose 25 percent of them because 
they got homesick. If we had the same thing with the 314 million 
men we have got in our services—if they got homesick and could do 
the same thing—we would not have much of an Army; would we? 

948341—52 6 
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Mr. Wau. That is right, you are very correct. 

However, we have no way of assuring ourselves when we employ a 
man here that he is actually going to stick out a contract. 

Senator Jounson. And 25 percent of them do not, roughly. 

Mr Wat. In this particular instance that is correct. 

Senator Jounson. And 144 were discharged for cause. Could you 
elaborate a little bit on what the causes might be / 

Mr. Wau. Well, those causes may range into a number of things. 
The largest, I think, would be because of the situation I mentioned at 
Casa Blanca, overindulgence in alcohol. 

Senator Jounson. Fifty medical discharges / 

Mr. Wauu. The medical discharges, some, of course, were injuries 
of various types. We have medical facilities over there, of course, for 
emergency treatment and care of people, but anything that becomes 
a long-range disability, the individual is repatriated to the United 
States. Also certain types of injuries which require particular skilled 
or specialized treatment are returned to the United States. 

Senator Jounson. Could you give the committee any special recom- 
mendation that would minimize the resignations, if they were put into 
effect / 

Mr. Wau. We are working steadily on several things at the present 
time. 

Senator Jounson. Do you think inadequate screenings and selection 
in the instant case might have contributed to that large number of 
resignations ¢ 

Mr. Wau. To move as many men as we have moved in such a short 
time, it is very difficult to adequately screen all those people. It is 
possible that additional investigation, and so forth, make help. 

However, I have been on other contracts where we conducted very 
intensive investigations of the individual, and our results were not 
particularly promising in relation to the additional funds expended 
for such investigation. I don’t think we gained very much, if any- 
thing. 

Senator Jounson. In a period of 8 or 9 months the taxpayer had to 
pay a million dollars, or in excess of a million dollars, because people 
changed their minds. 

Mr. Wau. That is right. We can’t hold a man over there. If he 
makes up his mind to leave, he is going to leave, and there is nothing 
we can do with him excepting to allow him to terminate. 

The mere fact that we have an individual on a written agreement 
ine a period of a year does not in any way assure us that he is actually 

going to hold to that agreement. 

Senator Jounson. Do you think some revision of that contract 
might be indicated so that a bonus would be given or an amount 
would be withheld to be repaid after a man had fulfilled his contract, 
or some other provision would be included similar to those in private 
contracts ¢ 

Mr. Wax. On some previous contracts that I have been on there 
have been provisions either for an automatic increase for a certain 
period of service, in other words, an incentive to remain, or there has 
been a bonus for completion of contract. We do not have either of 
those factors on this. 

Senator Jounson. Your job is under the general supervision of the 
Army engineers ? 
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Mr. Wauu. That is correct. 

Senator Jounson. Do you think that the executive officials of your 
company, and the Army engineers are doing and have done every- 
thing possible to minimize the number of resignations? 

Mr. Wain. Yes. We have initiated a number of things from that 
standpoint. The recreational program, facilities for personnel, and 
so forth, at the job, have been steadily improved. 

Senator Jounson. Notwithstanding that, though, you still have 
25 percent of your total number resigning. Now, can you conceive 
of anything else that either of you might be able to do that would eut 
those resignations and save the mone y! 

Mr. Wau. Well, another thing we have done, Senator—it has not 
been in operation too long—is to establish two procedures: One, 
when an individual expresses a desire to terminate or is terminated 
by us at any location, he still must clear through a central exit inter- 
view procedure at our main offices over there, and where it is possible 
to salvage that individual and reassign him to some other assignnient 
within that area it is done. 

How many people or how many of our personnel have been sal- 
vaged on that basis, I would not say, because I have no figures at all 
on it. That is something that we would have to obtain from the job 
site, 

Senator Jounson, Now, back to answering my question, can you 
conceive of anything that could come from a joint committee of the 
Army engineers and the representatives of your company, attempting 
to formulate any new plans that would minimize these resignations / 

Mr. Way. There are a number of small approaches that might be 
suggested for consideration, I mean something here and something 
there, and so forth, but I cannot think offhand of any one thing of 
major importance that has not been done or has not. been considered 
that would have any particular success in that direction. 

Senator Jonnson. In your opinion, every possible course has been 
explored, and 24 percent of resignations is the likely amount, the 
minimum ¢ 

Mr. Wat. In my opinion, considering the fact that this is the 
first year of a new job, and the fact that we went in there with very 
little in the way of facilities and had to build everything as we went 
along, it is not too bad. 

As an example, someone mentioned this morning 

Senator JoHNson. It is a million dollars down the drain. 

Mr. Wat. I know that. 

Senator Jonnson. That is pretty bad, is it not‘ 

Mr. Wau. That is bad, Senator. But someone mentioned in a 
letter, for example, there was no heat available. All right, a man 
will get some morning some idea—he will get mad some morning and 
quit, and you can’t do : anything about it. 

Senator Jounson. I wonder if you cannot say to him, “We will give 
you 50 percent of your wages ts you perform the work, and 50 percent 
on the « ‘ompletion of your contract.” Could that be done ! 

Mr. Watt. What we are actually doing now is allowing a man to 
draw whatever reasonable perecntage he elects on the job, and the 
balance must be sent to the United States on an allotment. 

Senator Jomnson. Tam sorry, 1 didn't understand you. 
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Mr. Watt. I say what we are doing now is allowing a man to draw 
at the job site whatever reasonable amount he wishes for his own 
needs there, and the balance is being sent in an allotment to the United 
States. 

Now, whether or not withholding half of his pay would have a very 
desirable effect, I am a little dubious about it for this reason: A man 
has a family, and a substantial part of his-pay goes to the support of 
his family, in any case. You would have to take that point into 
consideration. 

Secondly, a good many men would be rather reluctant to sign an 
agreement for an extended period of time where they were forced to 
complete without any option on their own part, or lose 50 percent of 
their earnings. 

As an example of what we are getting at, there are certain emer- 
gencies that can and do occur on these jobs. We occasionally grant 
emergency leaves, for example. An individual has to pay his own 
way home and back to the job. If a man were going to lose 50 percent 
of his pay because of an emergency situation, or we could not grant 
him a leave or something of that nature, it would be a point that might 
work adversely on some individuals. 

Senator Jounson. Could it be that you might minimize the resig- 
nations by making the transportation home a little bit difficult to 
obtain, unless a man had completed his contract ? 

Mr. Watt. On a previous job that I was on, which was also a 
contract with the Corps of Engineers, return transportation from the 
job very frequently was by vessel, military transports, and it was 
strictly troop class, and it did not seem to have much effect on the 
men who hi a made up their minds to quit. 

Senator Jonnson. You remind me of a story, Mr. Wall, that was 
told tome. A lawyer came out one day and was late to the courtroom 
in a little town down in my State. He drove up in a big hurry in 
front of a barber shop and asked the fellow sitting on the ‘bench how 
to get to the courthouse. It happened to be the ‘Village drunk, and 
he said, “You go down this road for about a mile and you turn to the 
creek,” and then he stopped and said, “No, that won’t get you there.” 

Then he said, “You go back the way you came about half a mile, 
and you turn to the left at the Methodist Church,” and he said, “No. 
that won’t get you there,” and he said, “I'll tell you what you do. You 
go up this ‘hill Ke and go back a quarter of a mile and turn to the 
left,” and he said, “No, that won't get you there. I'll tell you, partner, 
you just can’t get to the courthouse from here.” | Laughter. | 

Mr. Watt. I see your point. 

Senator Jonunson. I don’t pose as being any expert in employment 
techniques, and I know little about personnel policies for a big con- 
tractor operation. But I am impressed with both your capabilities 
and your patriotism, and I should like for you to attempt to persuade 
your superiors, inferiors or whoever needs persuading, to go to the 
Government agency involved and set in motion a study of how to 
get to the courthouse from here. I just somehow believe that we 
have got enough brains to prevent wasting a million dollars. I know 
that some people think a million dollars going down the drain on one 
job does not amount to anything as long as the taxpayers pay the 
bill. But if it were your million dollars—— 


Mr. Wau. Well, part of it is. 
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Senator Jounson (continuing). And it was a million dollars com- 
ing out of your profits for the year or out of your personal bank 
account, it would be a powerful lot of money. I am just hopeful that 
as a result of your suggestions the contracting companies in this syndi- 

cate and the Government agency involved, “without the necessit 7 y - 
going through a lot of red tape and detailed hearings, can make ¢ 

study of these 1,174 cases and find some number of sm: all things or 
a few big things that can be compromised or changed or modified 
to reduce mi aterially this great waste of employing “LAT4 people at 
a cost of $717. That isa lot of money to go down the drain in a period 
of 8 or 9 months. I will appreciate your conveying that wish from 
the committee to your superiors, and seeing what c ould be done about it. 

Mr. Wau. I will be very happy to do that, Senator. 

Senator Jonson. Any other questions ¢ 

Senator Hunr. Mr. Wall, do any of your companies have any pri- 
vate contracts abroad ? 

Mr. Wau. Oh, yes; a number of them. 

Senator Hunt. What is your return percentage in private contracts, 
where the Government does not enter into the picture ¢ 

Mr. Watt. I don’t have specific figures available, but I would first 
state that it is difficult to compare in every instance those private 
contracts. 

We have, for example, several other overseas jobs where we have, 
because of the area, legislation in the nation where we are working 
a very small number of Americans. They are strictly supervisory 
personnel, and we are using almost entirely native labor. 

Those supervisory personnel have been with the company in most 
cases a number of years from contract to contract. They are well 
known to us. 

They look at the thing from a career standpoint. They have got 
some place to go when their job is finished, still with the company, 
the turn-over of American personnel on that type of assignment is 
very small. We lose very few of those. 

On a thing as large as this, where we have to go out and employ a 
tremendous number of people in a short period of time, we undoubt- 
edly pick up people who have no real interest bevond how much money 
can they make in a foreign country; and when they find it is just as 
tough or tougher than mi: aking it here with respect to living conditions 
and other factors overseas, the ‘vy don’t last very long. 

Senator Hunv. Then you really have no basis for a true com. 
comparison ¢ 

Mr. Wau. No: we don’t, not between the two types of contracts. 

Senator Hunv. Mr. Chairman, I have no other questions. 

Senator Jomnson. Any further questions, Counsel ? 

Mr. Rice. Yes, Mr. Chairman. 

Senator Jonnson. Proceed. 

Mr. Rice. With respect to your contract of hire, at the time you 
set up a recruitment office, you do a certain amount of advertising? 

Mr. Wau. That is right. 

Mr. Rice. And that is chargeable to the contract with the Govern- 
ment ¢ 

Mr. Watt. Yes. 

Mr. Rice, And you sent out recruitment items into the field 2 

Mr. Wai. That is right. 
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Mr. Ricr. Now, then, for example, at the New York office here at 
the time of hiring, the advertising locates the prospective employees 
in, say, Pittsburgh. Are they brought into New York, and at whose 
expense ¢ 

Mr. Wau. If we employ the men, make the employment commit- 
ment at Pittsburgh, he is brought into New York at our expense. 

Mr. Rice. That is right; not at the Government expense ? 

Mr. Wari. That is right. 

Mr. Rice. And he gets his rail fare ? 

Mr. Wax. He would get rail fare. 

Mr. Ricr. Now, then, he is processed here ? 

Mr. Wau. That is correct. 

Mr. Rice. What is he paid during the time he is being processed ? 

Mr. Waut. He is paid on the basis of his guaranteed hours per 
month; that is what is known as travel pay, and it is figured on the 
basis of 40 hours per week. 

Mr. Rice. He gets his base rate at the rate of 40 hours per week ¢ 

Mr. Wat. That is correct. 

Mr. Rice. If he is hired ¢ 

Mr. Wax. That is correct. 

Mr. Rice. And he gets $9 a day subsistence / 

Mr. Waut. That is right. 

Mr. Rice. Suppose he is not hired and sent home ? 

Mr. Watt. You mean, supposing—— 

Mr. Rice. You turn him down; you don’t like him. 

Mr. Wau. I see what you mean. If we turn him down here at New 
York—we have employed him at a different point, bring him in here, 
and for some reason find it necessary to terminate him, if he is dis- 
charged for cause, he will pay his own way home. 

Mr. Rice. He has never been hired. He was brought in here from 
Pittsburgh and never hired. 

Mr. Wai. He would not be brought in from Pittsburgh unless he 
were hired. 

Mr. Rice. I see. The point of hirmg would be Pittsburgh’? 

Mr. Wary. If we make a commitment at some place other than 
New York; he is given a medical examination, his references are 
checked before that, his passport is applied for, and he is actually 
brought into New York when his passport is received by us here, and 
we know he is then ready to move overseas. 

Mr. Rice. I see. He is a manual employee, a laborer. What does 
he get in the way of guaranteed minimum hours ? 

Mr. Wat. He will get 40 hours a week while he is in travel status. 

Mr. Rice. At job site, what is he guaranteed / 

Mr. Wau. He is still guaranteed 40 hours a week, 173 hours a 
month. 

Mr. Rice. If he is a nonmanual employee ? 

Mr. Watt. He is on a flat salary irrespective of hours of work, and 
will be paid no overtime. 

Mr. Rice. What is the time schedule ? 

Mr. Wau. The job is scheduled for 60 hours a week. 

Mr. Rice. They are working a 60-hour week / 

Mr. Wau. Yes. 

Mr. Ricr. Now, then, for hours over 40 hours he gets time and a half. 
is that right? 
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Mr. Wai. The manual gets time and a half; that is, the hourly man 
gets time and a half over 40 hours. 

Mr. Ricr. Some of those fellows work more than 60 hours a week? 

Mr. Wats. Occasionally some of them will; ves. It depends on 
circumstances, material, equipment, the whole picture of construction 
at the job site. 

Mr. Rice. The man arrives in New York going to the job. He is 
shipped overseas by airplane? 

Mr. Wauu. That is right. 

Mr. Rice. By commercial line or by MATS, the military transport ‘ 

Mr. Wauw. Right. 


_ Rice. And you have the average figure per man at that cost of 


$352, I guess, and that is absorbed by the contractor, is that correct ‘ 
Mi Wau. Yes: $352 is—it does not include anything on MATS; 


we don’t know what that is set up for. That is the cost, average cost, 
on commercial. 

Mr. Rice. When he goes to the job overseas and starts to work, and 
he terminates within a ‘week’ s time and returns to the States, who pays 
for that? 

Mr. Wau. We do. 

Mr. Rice. You pay for that ¢ 

Mr. Wauu. That is right. We withhold whatever earnings he has 
accrued during that week’s time and apply it against the cost of his 
return travel. But we have an obligation, we must legally repatriate 
an American citizen, whether we like the price or not. 

Mr. Rice. All right: so that he is paid for, and then you have a 
claim against him for the cost of the return trip / 

Mr. Want. That is correct. 

Mr. Rice. Now, then, say, for instance, that the cost of the trip was 
8350, and he pi aid in $50, and he owed $300. How do you collect that / 

Mr. Wau. The possibilities of collecting it are rather slim. We 
bill these individuals by means of a standard procedure—there is a 
standard procedure for billing the individual, and, in time, if we do 
not receive the money from him, after two or three communications 
have been made, the account is then turned over to the Army, the 
Legal Division of the Corps of Engineers, who institute further 
action toward collection. 

Mr. Rice. All right, now, would you like to speculate about the 
percentage of times that you collect from those people who leave 
owing money / 

Mr. Wau. Yes. I would sav that on the whole it will be an 
infinitesimal fraction. 

Mr. Rice. One in a hundred, something like that ? 

Mr. Watt. Yes. 

Mr. Rice. I think for the record, we have an exhibit that on one 
job, which was recently checked, it was indicated that some $40,000 
was left at the end of the job in unpaid claims by terminees returning 
to the country on Government travel which the Government absorbed. 

Mr. Watt. That is right. ‘ 

Mr. Rice. The contract calls for a year, does it not? 

Mr. Wan. That is right. 

Mr. Rice. A year’s service. If the employee completes the vear. 
does he get terminal pay? 
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Mr. Watt. It depends on the type of employment agreement. A 
man who is on a manual or hourly contract receives his transporta- 
tion home. He, of course, is refunded the return travel fund which 
has been withheld from him, and that is it. He receives pay per 
diem to his point of hire. 

An individual who is on a monthly agreement, receiving a monthly 
salary, upon completion of 1 year of ‘employment is entitled to 15 
days’ vacation pay, in addition to his return to point of hire. 

Mr. Ricr. So that he gets 15 days+— 

Mr. Watt. That is right. 

Mr. Rice (continuing). That he is paid for, in addition to his 
pay. If he completes his contract, his return fare is paid by the 
Government / 

Mr. Wau. That is right. 

Mr. Rice. Now, then, in going into a hiring area, do you find that 
you run into competition in looking for prospective employees from 
other projects that are hiring? 

Mr. Wau. Yes. 

Mr. Rice. What happens there ? 

Mr. Wau. Well, insofar as it is possible to do so, we try to avoid 
direct competition, particularly in the immediate home or opera- 
tional area of the other projects. 

We encountered some pretty strong opposition or competition in 
Minneapolis in the last year. 

Mr. Ricr. In other words, at Minneapolis you ran into a hiring 
crew for Bluejay ? 

Mr. Wat. There was not only Bluejay, but two other contractors 
on different Government jobs were also in there at the same time. 

Mr. Rice. Was there a differential in wage scale offered to these 
employees which put them in a position where they could select the 
best job they wished to? 

Mr. Wau. Very definitely. 

Mr. Rice. There was quite a latitude in wage scale ? 


Mr. Watt. That is right. Bluejay has a far better wage scale.’ 


Mr. Rice. Bluejay is paying more ? 

Mr. Wau. That is right. 

Mr. Rice. And that caused you to lose out, in your opinion, in 
getting certain types of mechanics that you needed ! 

Mr. Wauu. If they were looking for tuem, we could not get them 
in that particular area. 

Mr. Rice. In other words, this other job outbid you on that? 

Mr. Watt. That is right. 

Mr. Rice. I think the other day you said on a comparative scale of 
wages as of June 15, 1951—I would like to run over that just briefly 
with you. 

Mr. Watt. Surely. 

Mr. Rice. And you verify it. 

Mr. Waut. As of June? 

Mr. Rice. As of June, the wage scale offered to employees by Atlas 
on your job in North Africa was for ¢ carpenters, $2.45 an hour; the 
union scale in the Minnesota area was $2.12 an hour. 

There was on the Alaskan job, that Government-backed job 
there—— 


Mr. Watt. Yes. 
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Mr. Rice (continuing). In Alaska $3.14 an hour, then the Bluejay 
or North Atlantic Constructors was $3.70 an hour. 

Mr. Watt. Right. 

Mr. Rice. There was a considerable latitude there. 

For plumbers you were offering $2.70 an hour, and Bluejay was 
$4 an hour. 

Mr. Watt. Right. 

Mr. Rice. Did you find that Bluejay was guaranteeing a minimum 
number of hours which affected the proposition ¢ 

Mr. Wat. It is my understanding—I am not positive on this point, 
but it is my understanding—that they were guaranteeing 60 hours. 

Mr. Rice. They were guaranteeing 60, and you were guarantee- 
ing 40% 

Mr. Wart. We could only guarantee 40. 

Mr. Rice. So that it was just impossible to compete with Bluejay 
in that field ? 

Mr. Wari. On one occasion we went into an area where they 
were" 

Mr. Rice. As a matter of fact, they were working 70, were they 
not, at Bluejay ? 

Mr. Watt. Yes; I have heard they were working 70. 

Mr. Rice. Or guaranteed 70 ¢ 

Mr. Wau. I am not sure on that point. 

Mr. Rice. We will find out. 

Here are some other figures: Electricians, you were offering $2.75 
an hour, and Bluejay $4; your heavy-equipment operators, $2.90, 
and they were paying $4.20; pipefitters, you were paying $2.70, and 
they were paying $4; steamfitters, you were paying $2.70, and they 
were paying $4. 

Did you find other difficulties in obtaining personnel, for instance, 
in the hiring of superintendents, as opposed to foremen, or crafts- 
men ¢ 

Mr. Watt. Usually it is easier to hire superintendents unless you 
get into a specific skill which is rare. In other words, if you want 
an equipment superintendent, you can usually turn up a qualified 
man without too much difficulty, because that is a relatively good 
position, and a lot of men are aiming at that type of thing. 

Once a job is staffed, such as this one, we have very little real call 
for top level supervisory personnel. 

Mr. Rice. Did you find any situations where the workers were get- 
ting more than the boss? 

Mr. Wat. Yes. We find in this situation a man who is getting 
an hourly rate in many instances who will make as much or more a 
month over a given period than his superintendent in that particular 
craft. 

Mr. Rice. How much in terms of dollars would that amount to / 

Mr. Watt. Well, our superintendents, most of them are drawing 
from $850 to $900 a month. 

Mr. Ricr. Yes. 

Mr. Wau. Taking heavy equipment as a criterion, a heavy-equip- 
ment operator at $2.90 an hour, working 60 hours, should run 
somewhere close to a thousand dollars a month. 

Mr. Rice. And his foreman, 25 cents an hour more ¢ 
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Mr. Watt. His foreman, making 25 cents an hour more would be, 
of course, substantially more than that. 

Mr. Rice. $1,200? ~ 

Mr. Wai. That is right. 

Mr. Rice. So that men under the superintendent would be making 
more than the superintendent ‘ 

Mr. Wai. That is right. The only advantage the superintendent 
has—well, he really has two—well, he has the title, for what it is worth 
professionally on the next job, plus the vacation allowance which is 
granted to nonmanual employees upon completion. 

Mr. Rice. On an hourly basis on Bluejay, had you heard of hourly 
salaries in excess of $4? 

Mr. Wat. Yes. 

Mr. Rice. How high did they go? 

Mr. Wat. I am not sure of what the top was, I think somewhere 
around $8 or $9. 

Mr. Rice. $8 or $9 an hour? 

Mr. Wau. For the absolute top. I have heard—TI am not positive 
of this, but I have heard, that all their salaries on the overseas end of 
the thing were hourly, right up to the top level. 

Mr. Rice. So that with time and a half a fellow who would be 
making $8 an hour in a 70-hour week, if he worked on an annual basis, 
it would amount to better than $380,000, would it not ! 

Mr. Wau. That is right. 

Mr. Rice. Do you know what they — laborers / 

Mr. Waxy. Somewhat in excess of $3; I don’t know the exact figure. 
I don’t have those comparisons available. 

Mr. Rice. Well, if a laborer was working 70 hours a week at $3 
per hour—— 

Mr. Wari. What was that / 

Mr. Rice (continuing). On an annual basis, that would be better 
than $13,000 ¢ 

Mr. Wau. That is right. 

Mr. Rice. It would be difficult to compete with them ? 

Mr. Wau. I think $3 was their minimum; I am not positive. 

Mr. Rice. A plumber and steamfitter, on an annual basis at their 
hourly rate would be $17,000? 

Mr. Wau. Yes. 

Mr. Rice. Can you think of any recommendation you might want 
to make in connection with that, the competition among contractors 
doing air base work in different parts of the world ¢ 

Mr. Wau. I don’t know the basis for the salaries, I mean the way 
they were set up, but the reason for their being set up that way, and 
without knowing those facts, it would be rather difficult to come up 
with much in the w ay of a recommendation. I suppose because of the 

short season and the area and things of that nature, they felt they 
had to get their men together to m: ake the thing suftic iently attractive 
to get them in and get the work done and get them out again. 

With us we are in an area where it is possible to work; we still have 
certain things to offer. It is possible to work 12 months a year, and 
with the overtime that is presently scheduled we are not too badly off. 

We have not in most things encountered too much difficulty in get- 
ting the type of men we want—by type, I mean the classifications that 
we have needed. 
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Mr. Rice. Would you say that differential there, that latitude 
worked in some cases to the detriment of your job and to the benefit 
of the other? 

Mr. Wau. I think it did; yes. If it were a case, as an example, 
where we wanted an engineer and they wanted an engineer, why, they 
got the engineer 9 times out of 10; it was purely a matter of money. 

Mr. Rick. You have a year’s contract, and sometimes men come home 
under the heading terminated for the convenience of the Government, 
and in that case they have not completed a year’s work. They may 
only have been there a month or two, and the Government pays the 
transportation home. 

Mr. Wau. Yes. 

Mr. Rice. Isn't that right? 

Mr. Wari. We have had, I believe, on this contract one case of 
that type. 

Mr. Rice. Yes. I think there were some 38 men who were termi- 
nated because of a misunderstanding of the oral agreement. 

Mr. Wau. I don’t know the figures on that. Of course, I don’t have 
too much information regarding their contract. Again, I understand 
that they are people who originally went out on the first survey, first 
engineering work, went out prior to the actual preparation and ap- 
proval by the Corps of Engineers’ legal department of the legal agree 
ments. The vy. therefore, were actually going out on a memor andum or 
letter of agreement, which did not contain any specific statements 
bevond classification and salary. 

Mr. Rice. They went out on an oral misunderstanding then ? 

Mr. Wau. That is what it amounted to, and some of those people, 
when the employment agreements were actually firmed up, the terms 
and conditions were laid out, refused to sign those agreements. Since 
they were over there without an agreement there was not very much 
to be done except to repatriate them. 

Mr. Rice. They were sent home / 

Mr. Wai. Yes. 

Mr. Rice. I think the figures show in that case the cost of bringing 
those men back for that short period of time, during which they appar- 
ently did nothing particularly productive, was some $45,000 by the 
Government. 

Mr. Wau. If they came back at the convenience of the Government, 
that would mean that, in effect, they were in completed contract status, 
and their way home would be paid. They would be refunded whatever 
had been withheld for the return travel fund. 

Mr. Rice. Now, then, wasn’t there some change in the pipeline 
plans, too? 

Mr. Wet. We ran into some trouble there. I don’t know the back- 
ground of the situation so far as the job is concerned, except so far 
as the cables were received. 

We hired some men for pipeline construction that was planned over 
there, men who were speci: alists in that type of thing, and were pre- 
paring to ship some 55 or 60 of those individuals from here to the 
job, when we received a cable to hold up shipments on those classi- 
fications, and shortly thereafter a cable arrived to terminate on a 
surplus basis because of apparently a complete change in that pipeline 
program. 

Mr. Rice. About how many men came home, do you know ¢ 
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Mr. Wau. Well, they didn’t come home. That group that I am 
referring to were men that were terminated here in New York before 
they ever went overseas. 

Mr. Rice. Do you know what the cost? 

Mr. Wax. I couldn’t tell you offhand. I can estimate that that cost 
would include transportation from point of hire to New York, paying 
per diem while here, and transportation back to point of hire; but 
individual figures would have to be worked up from various areas 
where they came from, and so on, and that could vary quite a bit. 
However, it was still cheaper than sending them on the job and then 
having no use for them, and having to turn around and surplus them 
there, and return them again clear across the entire distance. 

Mr. Rice. Do you have any arrangements for stand-by pay when the 
men are not working? 

Mr. Wau. Well, this provision in the contract for travel pay, we 
guarantee 40 hours in travel status. That is not what you would really 
call stand-by pay in that unless exceptional circumstances require it, 
we move men out of here as rapidly as we have transportation available 
forthem. We don’t hold them at this point. 

Mr. Rice. I think the figures have already been introduced that you 
furnished, indicating that for the year 1951, 1,174 men returned. 

You also submitted figures, I believe, that of that number as of 
November 30, 172 of them still owed balances on their transportation. 

Mr. Wat. That figure is from the accounting department; I am 
not positive of it. I have to accept that. 

Mr. Rice. I have a memorandum here indicating that the amount, 
that is, cost to date, has run between $33,000 and $34,000. Those are 
the figures about which you voiced very little hope that they would 
ever be collected. 

Mr. Watx. That is right. I don’t think they will get too much of 
that back. 

Mr. Rice. In connection with that, did you bring with you a file ona 
man by the name of Bragdon ? 

Mr. Watt. Yes; you asked me to bring that. I have that here. 

Mr. Rice. Tell us about that case. 

Mr. Wau. Well, Mr. Bragdon was employed by us—— 

Mr. Rice. What is his full name? 

Mr. Waxt. It is John Stewart Bragdon, Jr. He was employed by 
us on June 17, 1951, in the capacity of inspector at a rate of $400 
monthly. I have a discharge slip in his file showing the last day 
worked as August 30, 1951. 

Another document here shows that he was scheduled out of French 
Morocco by commercial air on September 1, 1951, and he apparently 
owes us a little money. 

Mr. Ricr. How much does he owe ? 

Mr. Wau. He had $278.60 in his return travel fund at the time 
of termination. It cost us $458.45 to return him from Casablanca to 
the United States, leaving a balance due Atlas of $179.85. 

Mr. Rice. Is his age given there? 

Mr. Wau. Yes: I believe it is. His birth date is March 23, 1931. 

Mr. Rice. So he is 20 years old ? 

Mr. Watt. Yes. 

Mr. Rice. And is the reason for his termination given ? 

Mr. Wai. Yes: return to school. 
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Mr. Rice. He returned to school? 

Mr. Wat. Yes. 

Mr. Ricr. Now, would you want to explain that case of why it 
would be that you would hire a man for a month or two at Govern- 
ment expense, and who was a schoolboy ? 

Mr. Wat. It would be a little difficult to explain. If we had known 
that he was planning specifically to return to school, I doubt very 
much that his hire would have been approved, at va so far as I 
know. I would not have approved taking someone over there for a 
3-month vacation job or anything of that sort. But if that informa- 
tion were made clear, that certainly would not have been the thing 
to do. 

Mr. Rice. Yes. Is that man’s Washington address shown ¢ 

Mr. Wat. Yes; 4000 Cathedral Avenue in Washington. 

Mr. Rice. 4000 Cathedral Avenue? I think that is the Westchester. 

Does his application show anything which would indicate previous 
fitness for the job of inspector et $400 a month / 

Mr. WALL. = me check this a moment. It depends on what he 
is inspecting. I do not know what he was supposed to be inspecting, 
to be honest about it. 

Senator Jounson. What was his previous employment record ¢ 

Mr. Wai. That is what I am checking. He had three summers in 
the following capacities: 1948 as a warehouse manual laborer, 1949 
as an assistant to a progress expert, efliciency or progress expert, and 
in 1950 as an assistant to two property or inventory checkers. It also 
shows him as attending, apparently, the University of Virginia, taking 
an engineering course. 

Mr. Rice. A student at the university of Virginia ? 

Mr. Wai. Apparently that appears to be it, taking an engineering 
course. 

What he was assigned to do at the job or what this inspection con- 
sisted of, I don’t know. It is a broad term, and it could have been 
anything. 

Mr. Rice. Is it indicated how it happened that he was recommended 
by the job? 

Mr. Wau. Yes; we have a letter here from our organization to 
him, and it would appear from this letter that he was recommended 
to us by, or at least we were told he was interested, by one of our 
participating contractors. 

Mr. Rice. Which one is that ? 

Mr. Watt. The Mills Co. 

Mr. Rice. What happened with respect to his actually being em- 
ployed ¢ 

Mr. Wart. What happened with respect to his actually being em- 
ployed I can’t say, because I did not employ him. However, there is 
a note here on this same communication, “Make up set of processing 
papers.” In other words, that is the material with which we take 
care of medical and the various factors in the file, and to leave the 
classification open, and then we have this employment. application 
together with this letter. We left the classification open, based on this 
correspondence, apparently waiting to hear from him to see what 
experience he had had, if anything, that would fit in with us. 

Mr. Rice. What would you say would be the compelling factor in 
hiring him? 
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Mr. Wau. Well, I suspect that somebody told us to. 

Mr. Rice. I beg pardon / 

Mr. Wat. I suspect that somebody told us to. 

Mr. Ricr. Somebody told vou to? 

Mr. Wai. Well, in other words, if one of our top people tells us 
to do so and so, we do so and so. 

Senator Jounson. You hired him before you knew what you hired 
him for? 

Mr. Wai. We did not actually make a hiring commitment until 
such time as we had this information back from him regarding the 
engineering education and the limited amount of construction experi- 
ence during three summers. He would not be assigned, in other 
words—— 

Senator Jounson. But you hired him—I thought you agreed to hire 
him first and classified him after you got the information on what 
he could do? 

Mr. Watt. No. To make myself clear, perhaps I had better read 
this letter to you, Senator. 

Dear Mr. Bragpon: Mr. Ralph Mills has advised that you are interested in 
employment on our project when your school term is over. T would appreciate 
your advising me of your availability date and would like also a résumé of 
the work you have done in the past in order that I can better place you in 
our organization. 

That letter was under date of May 10. 

Senator Jonnson. Where is the letter from Mr. Mills? 

Mr. Want. What is that ! 

Senator Jonnson. How did Mr. Mills come into it ? 

Mr. Wan. I don’t know. <All I have here in this is this letter, 
so 1 don’t know whether it is a phone conversation or orally. 

Senator Jounson. You do not know who Mr. Mills advised ¢ 

Mr. Wain. Well, this is from Mr. L. W. Sproat, our recruitment 
director, but evidently Mr. Mills, either by word of mouth or by 
correspondence, which is not in this file 

Senator Jonnson, Did you talk to Mr. Sproat about this? 

Mr. Wau. No; I have not discussed this with him; and then IT have 
a note mentioned on this letter, and then I have the reply from Brag- 
don which specifies that summer work that I mentioned. He also 
states there that he will be available any time after June 16. 

Now, that letter of May 10 does not in itself constitute any kind of 
a commitment that I can see. I mean, it is asking for information, 
but it does not actually commit us to offer him any employment. 
Where the final commitment came from or who said to go ahead, | 
could not tell you; I don’t know. 

Mr. Rice. The net result is that this past summer you received 
what was in the nature of an imperial command from one of the 
participating contractors to make employment available to a 20-year- 
old Virginia student ¢ 

Mr. Wari. It would appear so from this file. 

Mr. Rice. As an inspector at $400 a month. 

He went to this job at a recruitment cost at an average figure of 
$700 per man. 

Mr. Wau. I think we could say that the cost on him was not quite 
so much. There was no advertising, I mean, other stuff connected 
with him. 
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Mr. Rice. There was some cost. 

Mr. Waui. Medical, transportation. 

Mr. Rice. His subsistence while en route. 

Mr. Wai. That is right. 

Mr. Rice. He served something in the neighborhood of 2 months 
or less, and returned at cost to the Government, owing the Government 
how much ? 

Mr. Wau. $179 something now, whatever it was, $179.85. 

Mr. Rice. And as of the moment that amount is still owing / 

Mr. Wann. So far as I know. I have not checked the accounting 
department as to whether or not they have made any efforts to col- 
lect or have collected. 

Mr. Rice. Now, did it ever come to your attention that there was, 
I believe, a deputy chief of the Corps of Enginers by the name of 
Gen. John Stewart Bragdon ¢ 

Mr. Wau. I think I probably heard the name. My first actual 
recollection of this particular instance was when either yourself or 
Mr. Martin called me the other day with respect to that file, and I 
didn’t even recall that name at that time until we checked our file of 
terminated employees. 

Mr. Rice. I think you suspect then that this may be the son of 
General Bragdon / 

Mr. Wau. Very probable. 

Mr. Rice. I think for the record, Mr. Chairman, it is indicated 
that possibly this individual, young Bragdon, is the son of General 
Bragdon, who up until about June of 1951 was with the C orps of 
Enginers, and has since retired. He was of retirement age, but was 
not at the compulsory retirement age. 

Senator Srennis. What was the cost of this transportation to the 
Government? Give those figures again. 

Mr. Rice. Well, the average person recruited, according to their 
firures, costs S717 per recruitment. That includes the travel / 

Mr. Wautut. Yes. To break this down—— 

Mr. Rice. That includes the travel only to the job. 

Mr. Wat. That is correct. 

Mr. Rice. Now, then, he was paid $400 a month, plus some travel 
subsistence. 

Mr. Wann. That is right. 

Mr. Rice. And his return pay would be added to that: and of that 
he is still owing in the neighborhood of $179. He was returned and is 
at the University of Virginia as a student. 

Senator Srennis. Who paid his way back ¢ 

Mr. Wau. He paid part of it from withholding; actually that 
would have to be determined from point of hire, and then looking 
through our records for each expenditure that was made. 

Senator Hun. For the record, I think it should show that Mr. 
Wall, with reference to John S. Bragdon, was subpenaed by the com- 
mittee, and this information was not voluntarily submitted by Mr. 
Wall. 

Mr. Wau. That is right. 

Mr. Rice. Are there any more questions about Bragdon / 

In connection with that, ave you run into instances of, shall we 
say, sightseeing or torrists, junke ting? People going over there who 
stay for a short time and return, have you run into that / 
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Mr. Wai. We call them tourists, some of them, because they don’t 
seem to stay very long. 

I would hesitate to go so far as to say that an individual would 
make the ¢ arrangements to go out on this type of a job with the sole 
intention of taking one quick look at the area, and then immediately 
returning to the United States. I don’t think many people would 
go that far, if any. 

However, we have had specifically some people—I can’t give you a 
number because I don’t have a figure”on it at the present time—we 
have had some people who have lasted as little as a week over there. 

That can be for any one of several reasons. I will give you an 
illustration of one that I am trying to recall now. I checked that 
individual. He had completed two other contracts on foreign work, 
was apparently fully qualified by his previous foreign experience 
for the assignment we gave him. When he arrived at Casablanca, 
he managed to get himself thoroughly drunk, stayed drunk until they 
fired him, put him on a plane and when he got back to Idlewild Air- 
port, one of our people or one of the airline's people, I forget which, 
happened to be out there and seeing him, and he was still drunk. 

Mr. Rice. He was a total loss? 

Mr. Watt. A total loss; just write it off. 

Mr. Rice. Along that line, suppose that a man who had been con- 
victed for espionage during World War II was sufficiently well 
equipped to supply himself with reference and other papers, and to 
pass through his job interviews applying for the job of laborer. 
Would there be any way that he would be caught up that you know 
of by reason of his conviction for espionage ? 

Mr. Watt. Beyond the possibility of—well, of course, if a man has 
prepared a complete set of falsified records, including birth certificate 
or what have you, it is conceivable. he could slide right through our 
fingers. If there were any police record on him in the area where we 
procured a police record, we might get something. However, that 
type of individual would be clever enough to go elsewhere for that. 

Mr. Rice. In connection with your police letter, the individual ap- 
plying is in control of the situation; he can select his own police 
officer, and if he can get it—— 

Mr. Watt. That is correct. We tell them to get a letter from the 
chief of police in their city or town of residence. Well, an individual 
of that type, if he were going to decide to get over would undoubtedly 
pick himself a new set of residence statistics, and a complete set of 
references. It could be done. 

Mr. Rice. For instance, if we had an agent of a foreign power who 
was desirous of learning a job site situation, measure the landing strip 
and other details, he could conceivably slip through the screening 
process without a great deal of difficulty. 

Mr. Wau. I would think so; that 1s right. 

Mr. Rice. There is one other little item. In your cost of prepara- 
tion for shipment, physical examination, and so forth, it is indicated 
that about $48.50 a man is applied to that which, up to October 31, 
amounted to $183,000. 

I take it that a considerable percentage of that goes to the medical 
examination by various doctors in private practice, is that correct ? 

Mr. Watt. That is right. 
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Mr. Rice. Does it occur to you that possible use of a Medical 
Corps doctors or Public Health Service doctors, who are available, 
might reduce that cost? 

Mr. Wan. Certainly if they have the facilities and were willing 
to perform it, it would be possible to reduce the cost. 

Mr. Rice. But in your experience as a personnel man, has that tech- 
nique ever been used successfully ? 

Mr. Wau. Yes; on the Alaska Highway job. 

Mr. Rice. On the Alaska Highway? 

Mr. Wau. Yes. We started off with a private physician, in fact, 
because of the volume at one time, we had two in San Francisco, and 
later the Army Medical Corps together with the Corps of Engineers, 
made their facilities available to us, and for the last half of that par- 
ticular job we used Army Medical Corps medical examination fa- 
cilities. 

Mr. Rice. Applying that to Atlas, do you think that might be a 
worth while recommendation for reducing the cost ? 

Mr. Wau. Where there are adequate facilities available, I would 

say so. There are areas where it would not be very practicable. You 

could not ask a man to travel two or three hundred miles at his own 
expense for a medical examination. But if he is in a location where 
there is a facility which could handle it; certainly. 

Mr. Rice. That is all. 

Senator Jonmnson. Any additional questions 4 

Senator Srennis. I have a brief question, Mr. Chairman. Senator 

Johnson was not here a while ago when you gave these figures about 
the common laborers. As I understood the se ale for common laborers 
on the project in which you are interested was $3 an hour ? 

Mr. Watt. No, that is the Bluejay figure. 

Senator Stennis. Bluejay, $3? 

Mr. Waux. Their minimum rate. Their minimum rate is some- 
what around $3 an hour, irrespective of classification. 

Senator Srennts. Now, these projects that you have been discuss- 
ing here, leaving Bluejay out, you take all of the common laborers 
from here, from the United States, I mean ¢ 

Mr. Wau. No: we employ no laborers, as such. I am speaking 
now of common uns skilled labor. 

Senator STENNIs. Yes. 

Mr. Wau. We only employ skilled construction crafts or adminis- 
trative, technical and clerical, and supervisory personnel. 

Senator Srennis. And you get the so-called common laborers at 
the site? 

Mr. Warn. In French Morocco we employ both natives and some 
french, and, of course, I can’t speak for job site distribution, but it is 
also my understanding that they do hire some skilled personnel there. 

Senator SrTennis. ‘he top scale at Bluejay, as you understood it, 
was 8 or 9 dollars an hour? 

Mr. Wau. Somewhere around there, I have heard. 

Senator Srennis. And then time and a half for overtime, and they 
were Quars anteed a minimum of 60 hours pe r wee k ¢ ° 

Mr. Wau. That is my understanding. 

Senator Jounson. I do not have a comptometer or ad ling machine. 
Let us see how that runs. 











94 HIRING FOR WORK AT OVERSEAS BASES 


Mr. Wat. I think there are only one or two people, project mana- 
gers or something of that sort, at that rate, of course. 

Senator JOHNSON. Eight dollars an hour for 40 hours would be 
$320 a week, and 20 additional hours at an additional $4—30 hours 
at $12 would be $360, which would be $680 a week, and 414 weeks 
would be $2,950 a month. 

You had better not let that figure leak out down in Texas, because 
our population is growing, and if they find out that they can make 
$2,900 a month on a construction job we may have some resignations 
in some of those little jobs we have got going. It might not appeal 
to the folks in Mississippi; but compared to several thousand GI’s 
we have got, who are just getting $75 a month—they may not have, 
of course, the high qualifie: ations—I am afraid some of our people 
might think that $2,900 a month for workers on a construction job is 
pretty excessive pay for the taxpayers to be paying. 

Senator Srennis. How many did you say were employed at that 
rate ¢ 

Mr. Wau. Well, this is not our contract we are discussing. 

Senator STeEnNis. I understand. 

Mr. Wau. This is this Bluejay job. 

Senator Jounson. Does your contract have a lower wage scale? 

Mr. Wat. Oh, yes; very much. 

Senator Srennis. That is the Bluejay. 

Mr. Wau. I would assume there would be only one or two top- 
management personnel at that rate. 

Senator Stennis. Who puts the limits on the hours that you can put 
in per week at these foreign projects? How is that determined ? 

Mr. Watt. I can’t give you an accurate answer on that. I can only 
assume as we do here. We require approval from the Corps of Engi- 
neers for overtime worked, and I imagine that approval would be re- 
quired over there also, or at least they would determine it. 

Senator Srennis. You were operating under a 60-hour week limi- 
tation now. Who arrived at that? 

Mr. Wau. Well, that is job-site information, Senator; and, frank- 
ly I can’t give you a good answer. I don’t know just exactly where 
you would find the authorization with respect to that. 

Senator JoHnson. An operator on that job gets $2.90 an hour, is 
that right ? 

Mr. Wau. That is right. 

Senator JoHNson. $2.90 an hour for how many hours? 

Mr. Wax. Currently working 60. 

Senator Jomnson. That is 40 hours at $2.90? 

Mr. Wau. That is right: and 20 hours at time and a half. 

Senator Jounson. That is approximately $900 a month. 

Senator Srennis. I want to make this point, Mr. Chairman: that, 
if there is such a hasty emergency with reference to these contracts, 
why put the 60-hour limitation on it? Could you give us any light 
on that ? 

Mr. Wau. There again that is a matter of job-site scheduling, and 
I can’t give you a good answer. 

Senator Jounson. That is the same job where you had that some- 
what excessive Christmas vacation that was described this morning. 

Mr. Waut. That is right. There again I don’t know the reasons 
behind that, either. That is all job-site information. 
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Senator Jounson. I hope the members of the committee will get 
this information, because it seems to me that if we can pay equipment 
operators, carpenters, and electricians in excess of a thousand dollars 
a month, and urge them to work a minimum of 60 hours, maybe we 
ought to be consistent and not declare long vacation periods. It seems 
to me there is a lot of overtime money that might well be recouped 
there. 

Any other questions ? 

Senator Srennis. That is all. 

Senator Jounson. Any other questions, Counsel 

Mr. Rice. No. 

Senator Jonnson. Thank you very much, Mr. Wall. 

Mr. Wat. Yes, sir. 

Senator Jounson. ‘The committee appreciates your cooperation, and 
I hope if you have any suggestions you can mi ake that will improve 
the situations referred to today on the cost of recruitment and how 
to get to the courthouse from here, so to speak, by keeping down some 
of these apparently unjustified resignations, that you will make them 
to your superiors and send the committee a copy - it. 

Mr: Waxt. I would be very hi appy to do that, 

Senator Jounson. The committee appreci: io Sond ing you. 

Mr. Waui. Thank you. 

Senator Jounson. The next witness is Mr. Kenneth Thompson, per- 
sonnel officer for North Atlantic Constructors. Is Mr. Thompson 
present ¢ 

Mr. Thompson, raise your right hand, please. 

Do you solemnly swear the testimony you will give this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. THomeson. I do. 

Senator Jounson. Counsel, will you proceed. 


TESTIMONY OF KENNETH P. THOMPSON, NORTH ATLANTIC 
CONSTRUCTORS 


Mr. Rice. Your full name is what? 

Mr. THompson. Kenneth P. Thompson. 

Mr. Rice. You are connected with what organization / 

Mr. THompson. North Atlantic Constructors. 

Mr. Rice. Of what does North Atlantic Constructors consist? Who 
are the group ¢ 

Mr. Tuomrson. There are four contractors: Kiewitt & Sons, S. 
J. Groves, Condon-Cunningham, and A. L. Johnson Construction. 

Mr. Rice. And you are the what officer of the organization? What 
is your capacity ¢ 

Mr. THompson. Well, I am assistant to the project manager. 

Mr. Rice. Assistant to the project manager / 

Mr. THompson. Yes, sir. 

Mr. Rice. And you have to do with considerable personnel work ¢ 

Mr. Tuomrson. Well, I don’t do the actual hiring. 

Mr. Rice. Yes; I understand. You are familiar with most of the 
procedures and figures in connection with that 

Mr. THompson. Yes. 
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Mr. Rice. The North Atlantic Constructors is doing an air-base 
job somewhere in the world; is it not? 

Mr. THomeson. Well, that is a classified project. 

Mr. Rice. It is a classified project ? 

Mr. THompson. That is right. 

Mr. Rice. What do you mean by that? 

Mr. Tuomrson. Well, it is—— 

Mr. Rice. You mean it is something you don’t talk about? 

Mr. THompson. That is right. 

Mr. Rice. This thing that you do not talk about, is that called Blue- 
jay? 

Mr. Tuompson. No; Bluejay is not restricted; That is a code name 
that has been given to the sob, so ‘you can refer to it without giving 
away information. 

Mr. Rice. Without fracturing any classification, can we refer to 
the job as Bluejay? 

Mr. THompson. That is correct. 

Mr. Rice. There has been some testimony that Bluejay is somewhere 
in the frozen north, and you will not dispute that, I suppose ¢ 

Mr. Tuompson. No: I won't dispute that. 

Mr. Rice. Have you been to the job site yourself ? 

Mr. THompson. Yes, sir; I have been there. 

Mr. Rice. In connection with the Bluejay project, you have a 
contract that is somewhat similar to that testified to by Mr. Wall, 
the previous witness. 

Mr. THompson. You mean the employment agreement, sir? 

Mr. Rice. The employment agreement. 

Mr. TuHomeson. Yes. 

Mr. Rice. What is the minimum number of hours which you guar- 
antee to the manual employees ¢ 

Mr. Tuompson. Sixty hours per week. 

Mr. Rice. Sixty hours per week? 

Mr. THompson. That is right. 

Mr. Rice. What are they working ? 

Mr. THomrson. They have been on a 7-day, 10-hour-a-day work- 
week. 

Mr. Rice. They work a 7-day, 10-hours-a-day schedule—70 hours? 

Mr. Tuomrson. That is right. That was during the height of the 
season. Right now I don’t know what they are doing. 

Mr. Rice. Right now 

Senator Hunt. Counsel, I think it would be well for the witness to 
explain what he means by a “construction season” in that area. 

It is limited—is it not—to certain months when you can work 
outside ? 

Mr. THompson. It is, Senator. 

Senator Hunt. That is all I want. 

Mr. THompson. Yes. 

Mr. Rice. Have you heard of employees working 80 to 90 hours? 

Mr. Tuompson. I have not personally heard of it, ‘but it is very pos- 
sible because of the fact that we do have a short working season there 
and we have got to get as much done as possible. 

Mr. Rice. They are working under higher pressure ? 
Mr. Tuompson. That is right. 
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Mr. Rice. Now, then, you heard the pay scale referred to of laborers 
as being $3 an hour? 

Mr. ‘THompson. Yes, sir. 

Mr. Rice. Plumbers, $4 an hour. 

Mr. THomrson. I will just say this: It runs from $3 to $9 an hour. 

Mr. Rice. It runs from $3 to $9 for the various classifications ? 

Mr. THompson, One man gets $9 an hour. 

Mr. Rice. One man? 

Mr. Tuompson. That is right. 

Senator Hunt. What is his job? 

Mr. THomrson. General superintendent, sir. 

Mr. Rice. Now, then, on the average mechanical craft such as 
plumber, steamfitter, carpenter, electrician, what do they get an hour? 

Mr. THompson. I don’t have the breakdown with me, but it is gradu- 
ated. I don’t have the figures with me. 

Mr. Rice. Yes; most of those were $4 an hour, I believe? 

Mr. THompson. It may run from $3.90 to $4.20, or something like 
that. I don’t have that information. 

Mr. Rice. All right, sir. 

Now, in the hiring process, you set up mainly at Minneapolis; did 
you not ¢ 

Mr. THompson. Yes, sir. 

Mr. Rice. And you found that the United States Employment 
Service in the Minneapolis area was quite helpful ? 

Mr. THompson. Yes. The information that I have gotten from 
our recruiters was that USES was very helpful, not only in Minne- 
apolis but in other places such as Chicago, Denver, and Omaha. 

Mr. Rice. The overwhelming majority of your employees were 
obtained in the Minneapolis area ? 

Mr. THompson. Well, they were all sent to the Minneapolis base for 
screening and processing. 

Mr. Rice. For screening and processing ? 

Mr. ‘T'Hompson. ‘They were recruited from various places through- 
out the Midwest and far West. 

Mr. Rice. Now, in connection with that, if a man were recruited 
in Pittsburgh—again, I have nothing against Pittsburgh—but if a 
man were recruited in Pittsburgh and sent to Minneapolis, and stayed 
there and was screened and processed, and not hired, what would you 
pay him? 

Mr. Tiromrson. We would pay him nothing, except his transporta- 
tion and subsistence and quarters while he was there. 

Mr. Rice. You would pay his transportation from Pittsburgh to 
Minneapolis / 

Mr. THompson, Providing, sir, that it was not due to his fault that 
he was not hired. 

Mr. Rice. Go ahead. 

Mr. THompson. Yes, sir. 

Mr. Rice. Suppose the individual is hired, and he signs his empley- 
ment which runs for 8 months, I believe—— 

Mr. THompson. Maximum. 

Mr. Rice (continuing). And there was not work for him immedi- 
ately. You have a stand-by arrangement ¢ 
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Mr. THompson. Yes, sir. If he were accepted for employment and 
we had no place to send him, we would send him back to Pittsburgh 
at $4 a day until—— 

Mr. Rice. Yes; he would go back to Pittsburgh and get $4 a day, 
and traveling expenses back to his home. 

Mr. THomrson. Yes, sir. 

Mr. Rice. Suppose it was Texas; would the same thing apply? 

Mr. THompson. Yes, sir. 

Mr. Rice. Mississippi, too? 

Mr. THompson. Mississippi, too. 

Mr. Rice. So, he would go down home to Biloxi, and he would get 
$4 a day for every day 

Mr. THompson. Yes, sir. 

Mr. Rice. Now, then, there would come a time when they were 
ready for him. 

Mr. THompson. That is right. 

Mr. Rice. If he were down in Biloxi it would cost him at least 25 
percent to put in slot machines, Senator Hunt says. [ Laughter. | 

Mr. THompson. I have never been in Biloxi. 

Mr. Rice. In any event, he stays there until he is called back to 
Minneapolis ? 

Mr. THompson. That is correct. 

Mr. Rice. And is given his return fare? 

Mr. THompson. Yes. 

Mr. Rice. You call that stand-by pay ? 

Mr. THomrson. The $4 a day is stand-by pay. 

Mr. Rice. In connection with the project, we asked for figures on 
stand-by pay, which, as of January 5, 1952, aggregated $317,140. 
Does that sound about right / 

Mr. THompson. That sounds about right. 

Mr. Rice. So we then have a figure of $300,000 paid to these men 
who are at home / 

Mr. THomrson. Yes, sir; for standing by until we need them. 

Mr. Rice. Yes. 

Mr. THompson. May I interject something, Mr. Rice? 

Mr. Rice. Yes; go ahead, 

Mr. THompson. The reason for the $4 a day, Mr Rice, I would like 
the committee to know, is that again due to our limited construction 
season we could not gamble with getting these men when we needed 
them That, briefly, is the reason for it. 

Mr. Rice. In other words, you want to insure the availability of the 
men ¢ 

Mr. TuHompson. Yes, sir. 

Mr. Rice. But it was at a cost of $317,000. 

Mr. THompson. Well, that is true, but when you compare it to the 
over-all project—— 

Mr. Rice. It is not much. 

Mr. THompson (continuing). It is not too much. 

Mr. Rice. Because the thing really costs some money, does it not? 

Mr. THompson. Well, naturally. 

Mr. Rice. Now, then, there is stateside pay paid. When is that 
paid ¢ 

Mr. THompson. Stateside what ? 

Mr. Rice. Stateside pay. 
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Mr. THompson. I don’t know what you are referring to. 

Mr. Rice. Please give me an example of stateside pay. 

Mr. THompson. If a man were hired, and we had work for him to do 
at the Minneapolis base, he would be paid at the prevailing union rate 
while he was there. 

Mr. Rice. He would be paid at the prevailing union scale ? 

Mr. THomrson. That is right, for his classification, whatever it was. 

Mr. Rice. Then, in transit to the job, he gets what pay ¢ 

Mr. ‘Trompson. He would get 40 hours per week ? 

Mr. Rice. He gets 40 hours per week ? 

Mr. Tuompson. At his Bluejay rate. 

Mr. Rice. At the job site pay ? 

Mr. Tuomrson. That is right. 

Mr. Rice. In addition to that, he gets expenses ? 

Mr. THomrson. What expenses, sir? 

Mr. Rice. Nine dollars a day, or in lieu of that, subsistence. 

Mr. THompson. Subsistence and quarters. We have very little per 
diem on the way up to the job. 

Mr. Rice. Yes. 

Now, there was a case there on Bluejay where some men went by 
plane, and some went by ship, did they not ? 

Mr. Tompson. That is correct. 

Mr. Rice. Was there any delay in that shipping by ship phase? 

Mr. Tuompson. There was a very large delay. 

Mr. Rice. What happened there? 

Mr. THompson. Well, the ships couldn’t get through, they couldn’t 
get to the job because of the ice packs. 

Mr. Rice. Was this in the summertime ? 

Mr. Tuomrson. Well, yes. 

Mr. Rice. So that in the summertime the ships could not get 
through to the point of the job site because of the ice pack? 

Mr. Trompson. That is right. 

Mr. Rice. How much delay was occasioned there ? 

Mr. THomrson. How much delay? 

Mr. Rice. Yes. 

Mr. Trromvson. I believe it took 42 days when it should have taken 
approximately 15. 

Mr. Rice. It took 42 days to get there, and during that time this 

Mr. THomrson. That is my best recollection. 

Mr. Rice (continuing) Number of men were paid 40 hours a week, 





job-site pay? 


Mr. THuomrson. That is correct; and that, of. course, is a very im- 
portant factor in the recruiting cost per man. 

Mr. Ricr. I believe you were asked for the number of men who were 
hired in Minneapolis, and furnished us a figure of 5,037, is that about 
right? 

Mr. THomrson. Well, again, inasmuch as this is a public hearing, 
I would like to reserve comment on that. 

Mr. Rice. Yes. 

Mr. THomrson. Because we have been advised by the Corps of Engi- 
neers that the number of men involved working on the job site is 
classified. 

Mr. Rice. You mean the number of men up there is classified ? 

Mr. Tuompson. That is right. 
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Mr. Rice. You are not supposed to tell that? 

Mr. Tompson. But if you are given that figure and two other fig- 
ures, anybody could figure out how many were up there. 

Mr. Rice. I am inclined to agree. 

Now, then, in connection with that restriction again, what other 
things are you not supposed to tell? 

Mr. THomrson. Are you trying to pin me down? Well, generally, 
percentage completion, anything that, when taken together, w vould give 
you an over-all picture of what ‘the project is all about. 

Mr. Rice. Of the broad project ? 

Mr. THomrson. That is a broad statement. 

Mr. Rice. And also where it is? 

Mr. THompson. That is right. 

Mr. Rice. Now, as a matter of fact, there have been a number of 
newspaper articles about the job? 

Mr. TuHompson. Yes, sir: there have been. 

Mr. Rice. Which seem to show where it is; is that not right? 

Mr. Tuompson. Yes, sir. 

It does not relieve me of my personal responsibility, though. 

Mr. Rice. For instance, one, I believe, was in the Christian Monitor 
recently, with a map. Did you see that? 

Mr. Tuomprson. No, sir: I did not. 

May I just say one thing? I think I have previously given you 
everything you are asking me now, and I will be glad to give it to you 

again, either at a private hearing or not in public. 

Mr. Rice. Yes; we appreciate that, Mr. Thompson, and please do 
not answer anything that you feel would be incriminating under the 
espionage laws or anything like that. 

On your security program you have a processing set-up there in 
which you screen the applicants 

Mr. THompson. That is correct. 

Mr. Rice. Do you know of what that consists? 

Mr. THompson. I can state generally. 

Mr. Rice. Yes. 

Mr. THompson. It starts when the recruiter first talks to a man out 
in the field. He will explain that it is a secret job, and so on, and 
so forth, while he is screening him for other purposes to see whether 
or not he is the kind of a person who will go up there and stay on the 
job. 

If he does think so, they will send a man to Minneapolis and there 
his real processing starts. I mean by that he will get his medical, 
inoculations, security guidance, and he will sign a security statement, 
and he will get training in his particular cl: assification, or not train- 
ing necessarily, but: it will be enough to determine whether or not he 
can actually run a crane, for instance. 

Mr. Rice. Yes; his skill for the job. 

Mr. THompeson. Skill for the job; and he will be instructed on 
safety and everything pertaining to the job. 

Then, when that is completed, and the results of his medical tests 
and everything are back, he is either ac cepted or rejec ted. 

Mr. Rice. Now, then, from a security point of view, here we have a 
classified project. What does he go through from a security point of 
view ? 
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Mr. THompson. Well, as I say, so far as I know they give the lec- 
tures on security, and try to explain what it is all about. 

Mr. Rice. They tell him not to tell ? 

Mr. THompson. Tell him not to tell, of course, and have him sign a 
statement to the effect that he realizes it is a classified job, and about 
the espionage, and so forth. 

Mr. Rice. Suppose a man happens to be a person who has been con- 
victed of sabotage or espionage. Is he fingerprinted ¢ 

Mr. THompson. Yes, sir; the ‘y are all fingerprinted. 

Mr. Rice. All fingerprinted / 

Mr. THomrson. Yes, sir. 

Mr. Rice. All applicants are fingerprinted? What do they do with 
the fingerprints / 

Mr. THompson. They are kept in a personnel folder. 

Mr. Rice. You fingerprint these fellows and keep the prints where / 

Mr. THomeson. In the individual personnel folder. 

Mr. Rice. Keep them ina folder? 

Mr. THomprson. Do you ever send them down to the FBI and find 
out if they are convicted of crimes ¢ 

Mr. THompson. Are we talking about Bluejay and not talking about 
stateside employees? We handle them. Persons going to Bluejay, 
they don’t go down, to my knowledge. 

Mr. Rice. So that it is conceivable that, say, Kurt Frederich Lud- 
wig, we will say, who was convicted during the war as a spy, could 
apply for this job and be fingerprinted, but the fingerprints would 
never be sent to the Identification Division of the FBI and searched 
so that they would come back with his criminal record, is that right? 

Mr. Thompson. That is possible; yes, sir. 

Mr. Rice. These fingerprints then are taken and put in the per- 
sonnel file ¢ 

Mr. THomrson. That is right. 

Mr. Rice. What for ? 

Mr. Tuomrson, Well, mostly psychological. 

Mr. Rice. P sye ‘hologics al? 

Mr. THompson. That is right. 

Mr. Rice. It is not very practical, though, is it? 

Mr. THomrson. No; I wouldn’t say it is. 

Mr. Rice. Well, you know better than that. 

For instance, in the case of this fellow Taylor—tell us about that. 

Mr. THompson. Taylor? Is that the individual you called me 
about / 

Mr. Rice. Yes. 

Mr. Trompson. Well, I am not sure of what charge he was charged 
with, you probably know that better than I do; but the rumor was 
bank robber y, and he had gone through our screening and processing 
and been accepted for employment, and he was on an airplane ready 
to go to the job site when, I believe, it was an agent or agents of the 
FBI caught up with him and took him off the plane. 

Mr. Rice. Now, then, here is a man named Charles Claire Taylor 
who applied for a position at Bluejay / 

Mr. Tuompson. That is right. 

Mr. Rice. He goes through the screening and processing, and he 
was on the plane or at the airport bound for the project, when the law 
caught up with him and locked him up. 
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Mr. THomrson. That is right. 

Mr. Rice. So then that this taking of the fingerprints would not 
catch a wanted man, would it ? 

Mr. THompson. No, sir. 

Mr. Rice. Suppose that, say, some fellows that held up that Brinks 
place up there in New England and made off with a million dollars 
or two, wanted to find a place to go at Government expense at a right 
high salary and stay on ice, as they say. Would it be possible, then, 
under that to do that? 

Mr. Tuompson. Yes, sir. If it would be possible for Taylor, 
would be possible for them. That is the only conclusion I could ag 

Mr. Rice. Mr. Chairman, at this point, where the witness has in- 
dicated that the employees going to the restricted project at Bluejay 
are fingerprinted, but that the fingerprints are put in their personnel 
files and never searched—and, as a matter of fact, it happened that 
they hired a man wanted for bank robbery up there, after going 
through ee screening and processing there, and it was conceivable that 
a convicted spy or saboteur, or the Brinks robbers could go up there 
and work at those high salaries. 

I think we should offer for the record a memorandum obtained from 
the FBI furnishing the criminal record of employee Charles Claire 
Taylor, and a little note that says: 

After it had been reported that Charles Claire Taylor had been involved in the 
burglary of banks in South Dakota and specifically the burglary of the First 
National Bank of Selby, Selby, S. Dak., on August 13, 1949, and the Southern 
Hills Bank, Edgemont, 8S. Dak., on May 22, 1950, the FBI was desirous of locating 
him. 

Through confidential sources it was determined by the FBI that Taylor was 
departing on August 11, 1951, for an overseas construction job— 

Bluejay— 

At that time no Federal process was outstanding although there was a 
Nebraska State warrant which had been issued on August 10, 1951, charging 
Taylor with burglary of a Cooperative Credit Association on May 14, 1950. 

Shortly before noon on Saturday, August 11, 1951, Taylor was arrested by 
members of the Minneapolis Police Department at the Wold-Chamberlain Air- 
port, Minneapolis, Minn., as he was preparing to board a Northwest Airlines 
plane. 

That was to take him directly where, to Westover, and then directly 
to the job? 

Mr. THomeson. To Westover. 

Mr. Rice (reading) : 

On Monday, August 13, 1951, Federal complaints were filed and warrants issued 
against Taylor. He was arraigned before a United States Commissioner on 
August 14, 1951. 

Taylor is presently under Federal indictment for the burglary of the two banks 
mentioned above. 


Senator Jounson. Is that a memorandum prepared by the FBI? 

Mr. Rice. Yes, sir. 

Senator Jounson. What is the purpose of taking these fingerprints 
if you are not going to have them checked ? 

Mr. Tuompson. Well, my answer to that, Senator, was that it was 
mostly psychological, and mostly for purposes of identification if 
anything should happen. 

Senator Jonnson. Do you think the psychological effect is worth 
the taxpayers spending the money it costs to fingerprint all these 
people ? 
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Mr. Tuompson. I really don’t know, Senator. 

Senator Jounson. Have you talked to the Corps of Engineers about 
it ¢ 

Mr. THompson, No; I have not, not personally. 

Senator Jonnson. Are they aware of the fact in some instances of 
your having labor supplied by men with criminal records of convic- 
tions, and that you are being supplied in some instances with men who 
are wanted by the FBI, and that you have taken the fingerprints but 
are not checking them with the FBI? 

Mr. THompson. Sir, may I make one statement ? 

Senator Jounson. I would like for you to answer that question. Are 
they aware of it / 

Mr. Tuompson. I believe they are. I can’t say of my own know- 
ledge. 

Senator Jonnson. And they have made no suggestions of any ad- 
ditional checks that should be made ? 

Mr. THompson. I believe they just became aware of it recently. 

Senator Jonson. Are you carrying out all the suggestions made to 
you by the supervising Federal agenc y at the moment / 

Mr. Tuompson. To my know ledge we are. 

May I just say this, Senator, that this is the only case that I know 
of out of all the people we send up there. 

Senator Jounson. Well, you would not know of them unless some- 
body found a case for you and brought it in. 

Mr. Tuompson. That is right. 

Senator Jounson. You do not send the fingerprints down to the 
Bureau / 

Mr. THompson. No; we do not. 

Senator JoHnson. How would you know about it? 

Mr. THompson. Well, they probably would come up there after 
others; they would catch them. 

Senator Jonnson. In other words, the only way you would know 
about it is to have someone notify you. They have no procedures— 
you have none yourself—for detecting a case and determining it? 

Mr. Tuompson. That is true, exc ept I believe the F BI—— 

Senator Jounson. Don’t you believe that on a very secret project 
like this you should have such procedure? 

Mr. Tuompson. | am inclined to agree if it is going to be secret. 

Senator Jonnson. Do you know the approximate cost to the tax- 
payer of processing the fingerprinting of an applicant ¢ 

Mr. THompson. My best recollection was that it was, for everyone 
concerned, $2,000. 

Senator Jounson. For what? 

Mr. Tuompson. Two thousand dollars. 

Senator Jounson. To fingerprint an applicant? 

Mr. THompson. No, sir; for all appllicants that we have. 

Senator Jounson. Two thousand dollars for all the applicants? 

Mr. THompson. Yes, sir. 

Senator Jonnson. How many applicants? 

Mr. Tuompson. Well, again—— 

Senator Jounson. The $2,000 covered how many men ? 

Mr. 'THompson. May I refer to my file? Well, there were more 
applicants than that, Senator—I don’t have the number of applicants, 
as such. 
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Senator Jounson. How much do you think it would cost you to 
send the fingerprints down to Washington and have them checked 
through the Bureau there? 

Mr. THompson. I have no idea. It would mean sending them over 
to the Corps and having them send it through channels down to the 
FBI, which is 

Senator Jounson. Do you think it would be an advisable precaution 
to take, though? You do, do you not? 

Mr. Tuompson. Insofar as security itself is concerned. 

Senator Jounson. I would say insofar as security is concerned and 
insofar as you are interested in obtaining desirable workmen who are 
not going to be shipped up there and then grabbed by the FBI or 
somebody else for being under criminal indictment. 

Mr. THompson. Senator, I just see one thing wrong with that. 

Senator Jonnson. One thing wrong with what ? 

Mr. THompson. Sending them back to the FBI. We would not 
have time to wait until we got the results back. 

Senator Jonson. Don't you think it might be better than taking 
a chance on employing a few foreign agents up there at that secret 
project ? 

Mr. THomerson. Well, you are faced with a problem of a short ship- 
ping season, and you have got to get the men up there and get them 
out of there. 

Senator Jounson. What do you do during the time that you are 
waiting to get them up there? Can’t you employ them during one 
period and get them checked and cleared and—— 

Mr. TuHomrson. We would have no hold on them, Senator. 

Senator Jounson. Have you made any attempt to see how long it 
would take to get the FBI to give you this clearance ? 

Mr. THomrson. No. 

Senator Jounson. Don’t you think that might be indicated from 
the experience here ¢ 

Mr. TrHomrson. I would say that if this is to be a classified project 
it probably should be done. 

Senator Jonnson. Isn’t this a classified project 

Mr. THomrson. Yes, sir; itis. I say if it remains that way. 

Senator Jonnson. Can the committee expect you to make such 
recommendation to your superiors ¢ 

Mr. Tuompson. Yes, sir; I shall. 

Senator Jonnson. Do you think if you made such a recommenda- 
tion the Army engineers might find out about it ? 

Mr. Tuompson. Oh, certainly. 

Senator JomNnson. Do you have any other questions? 

Mr. Rice. Yes, just one little thing here. 

In connection with that security, or lack of it, there are some guards 
hired down there at your New York office, are there not? 

Mr. THompson. Yes, sir. 

Mr. Rice. They were hired, these Pinkerton fellows ? 

Mr. THompson. Yes. 

Mr. Rice. And they carry revolvers ! 

Mr. Trompson. Yes, sir: that is correct. 

Mr. Rice. Do you know what it is that they are guarding down 
there ¢ 
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Mr. TuHomrson. Well, when they were set up back in, I believe 
February or March—I was not there in February—it was for security 
reasons. 

At that time, the planning of this job was going on, and they had 
papers around that were top secret, and you just couldn’t have people 
running in and out of that office without any control of any kind. 

Mr. Rice. They were more or less to keep people from coming in 
there ? 

Mr. Tuompson, That is right, and to make certain that when a per- 
son comes in to see one person, he goes to that person, and then does 
not float around. If he has business with one person, that is where he 
oes. 

Mr. Rice. I think we asked you for some figures on that, and we 
were advised that they were billing at the rate ‘of $1,668 a month for 
that service ¢ 

Mr. Tuomeson. That is correct. That was based on figures up to 
the end of October, I believe. 

Mr. Rice. In your estimation, is that protection necessary, just in 
your opinion, at the moment ? 

Mr. THompson. Well, I think it is. We have to have someone—I 
am not saying that Pinkerton should be it, or any other particular 
agency, but I do think that during times when purchasing is heavy, 
and everything, you have to have some kind of control. Now, it is 
either going to be experienced people or we would have to go out and 
hire somebody to do it, nae they probably would not have the 
experience or background to handle the job as well as Pinkerton 
has handled it. 

Mr. Rice. Without answering what it is, is there anything about 
the strategic use of the project which is in your New York office ? 

Mr. Tompson. Would you please repeat that ? 

Mr. Rice. Without answering what the strategic use is, is there any 
information about the strategic use of the project which is contained in 
your New York oflice, which, I take it, is mostly for comptroller rea- 
sons, personnel reasons, and things like that ¢ 

Mr. THompson. | would say, yes. 

Mr. Rice. You think there is? 

Mr. THompson. Yes, sir. We have an engineering section here, too. 

Mr. Rice. Would that be in possession of North Atlantic Construc- 
tors ¢ 

Mr. Tuomrson. Part of it. 

Mr. Rice. Part of it would be in the possession of your company ? 

Mr. THompson. Yes, and part would be in the possession of the 
Army, naturally. 

Mr. Rice. You really believe that from your over-all knowledge of 
the proposition that the location of the job is a secret from any inter- 
ested foreign power / 

Mr. THomrson. Are you saying do I think it is a secret from them? 

Mr. Rice. Yes. 

Mr. Tuompson. I have no way of knowing, but I imagine that it is 
not. 

Mr. Rice. You do not think that that is any State secret? 

Mr. THomrson. I do not think so, as a practical matter. 

Senator Hunt. Mr. Chairman, I would like to make _ two 
observations. 
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The first is from your testimony, Mr. Thompson, you feel the USES 
gave you excellent service ? 

Mr. THomeson. That is what, Senator, I have been told by the people 
who handled the recruiting in the field ; yes, sir. 

Senator Hunt. The second observation is that while you will make 
a recommendation with reference to fingerprinting—I wanted to make 
a suggestion, Mr. Chairman, that this committee make such recommen- 
dation officially to the Corps of Engineers on Monday morning in 
Washington, and we may beat you to the recommendation of 
fingerprinting. 

Senator Jounson. Thank you. 

Are there any other questions of the witness ? 

Senator Srennis. I have some. 

I want to ask to what extent you have used the United States Em- 
ployment Service. You say they have given you excellent service. 
Do you use them regularly, and, if so, how much ? 

Mr. THompson. Yes, sir; we do. 

If I may answer that percentagewise, I would say that of the people 
we recruited to go to the job site, it was well over 90 percent, is my 
recollection that we actually got either through or with the coopera- 
tion of USES, and that is the information my recruiters have given me. 

Senator Stennis. You got about 90 percent. You got your original 
lead from them ¢ 

Mr. Trompson. That is correct. 

Senator STENNIs. Now, where, in New York or what place? 

Mr. Toompson. No; I believe I stated before that it was mainly 
Minneapolis, Chicago, and I believe, Omaha, Nebr. 

Senator Strennis. What about the office here in New York ? 

Mr. Tuomeson. We have used it to some extent. 

Senator Stennis. What do you mean by some extent ? 

Mr. THompson. I mean, I am talking now about results, sir, that 
we got, 

Senator Stennis. Well, to a limited extent or moderate amount as 
compared with Minneapolis or some other office ? 

Mr. Tuomrson. In New York, Senator, we only have nonmanual 
stateside employees. 

Mr. Rice. Mostly clerical, accountants, and people like that? 

Mr. THompson. Yes, sir. And for that reason USES has not been 
of too much help for us. 

Senator Stennis. You do not recruit here for these other men we 
have been talking about? 

Mr. THompson. No, sir: we do not. 

Senator STennis. Do you use private employment agencies in New 
York or elsewhere ? 

Mr. THomrson. Yes, sir: we do. 

Senator Stennis. Do you use those in New York? 

Mr. THomrson. Pardon? 

Senator Srennis. Do you use those in New York ? 

Mr. THomrson. We have used New York personnel agencies. 

Senator STennis. Limited or medium or extensive / 

Mr. Tuomrson. I would say about—just in the New York office— 
about 25 to 30 percent. Now, that is an estimate. 

Senator Srennts. Do you refer to overseas employees ? 

Mr. THomrson. No, sir. 
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Senator Srennis. Local; domestic ? 

Mr. Tuompson. For our New York office solely. 

Senator Srennis. Thank you, sir. 

Senator Jounson. Why don’t you recruit manual labor from New 
York through the USES ¢ 

Mr. Tuomrson. Well, when this job was set up, Senator, it was in 
a cold climate, and it was determined that probably the men that 
would stick up there were the men that were used to cold weather, so 
we chose Minnesota. 

Senator Jounson. Do you think your New York climate is too 
warm ¢ 

Mr. Tromrson. They will probably all end up with colds here. 

Senator Hunr. Mr. Thompson, hasn’t this some bearing on the sit- 
uation, that your largest company is an Omaha company, and they 
are familiar with that area through the Midwestern States ? 

Mr. Tuomrson. Well, that is true of two of our contractors who, as 
a matter of fact, are located in Minneapolis permanently. But that 
was not the only consideration in setting it up in Minneapolis. 

Senator Jounson. The primary consideration was the weather ? 

Mr. Trrompson. Yes, sir. 

Senator Jounson. Because of the cold climate at the job site, they 
felt it would not be wise to recruit manual labor from New York. 
Therefore, they went to Minneapolis and Omaha because they thought 
it was cold out there, and the people are more accustomed to the kind 
of weather in which they would have to work. Is that right 4 

Mr. THomrson. That was one of the considerations. 

Senator Jonnson. Was that the primary consideration ? 

Mr. Tuomrson. I really don’t know because when that determina- 
tion was made I was not here. 

Senator Jounson. But a man from New York cannot get a job as 
a manual laborer at this secret project ? 

Mr. THomrson. A man in New York cannot? Yes, sin 

Senator Jounson. But he would not be recruited here; would he ? 

Mr. Thompson. Well, he could come in and get an application from 
us, and we would send it out there; they would call him. 

Senator Jounson. Any other questions ? 

Mr. Rice. Not of this witness. 

Senator Jomnson. Thank you very much. 

The next witness is Mr. W. A. Weber, manager of industrial rela- 
tions for the Arabian-American Oil Co, 

Mr. Weber, will you please raise your right hand. Do you solemnly 
swear the testimony you are about to give the committee will be the 
truth, the who! e truth, and nothing but the truth, so help you God? 


Mr. Weser. I do, sir. 


TESTIMONY OF W. A. WEBER, ARABIAN-AMERICAN OIL CO. 


Mr. Rick. Mr. Weber, you have been good enough to come down 
here at our request as a representative of Arabian-American Oil Co. 

I might say for the record that the staff has made a surve vy of some 
firms doing business in private enterprise who have construction per- 
sonnel overseas or other types of personnel, and we were hopeful that 
vou could give us some help by way of comparing priv Pv industry 
with Government projects. 
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Now, along that line, Arabian-American does have some type of 
activity overseas; does it not? 

Mr. Weser. Yes. I have prepared, if you would be interested in 
it, a very brief statement here summarizing our activities and some 
of our personnel policies. If that would be of interest to you, I would 
be glad to read it. 

Mr. Rice. I think you can see the point, Mr. Weber, and if you can 
help us along in that by elaborating_on that a little bit, it would be 
helpful. 

Mr. Weser. The Arabian-American Oil Co. carries on petroleum- 
producing and refining activities in eastern Saudi Arabia. 

In support of the basic producing and refining operations, we main- 
tain a variety of supporting activ ities—engineer ing, accounting, ware- 
housing, transportation, and so on; and because of the isolated loca- 
tion, we have had to provide a good many of the facilities that would 
normally be available in more highly developed areas. 

We employ a total of approximately 21,000 people in Saudi Arabia. 
Of these, about 13,300 are Saudi Arabian citizens, 2,600 are Ameri- 
cans—— 

Mr. Rice. You have 2,600 Americans overseas ¢ 

Mr. Weser. 2,600 Americans, right; and there are an additional 
5,100 employees, comprising some 25 other nationalities. 

It is my understanding that the committee is interested primarily 
in the terms and conditions of employment of American workers. 

Mr. Rice. Yes. 

Mr. Weser. And the information that follows refers only to the 
American foreign service employees of the company. 

Our field force of 2,600 American workers includes geologists, oil 
field workers, refinery operators, a wide range of mechanics and crafts- 
men, who are engaged in maintenance and construction work, clerical 
and accounting personnel, and a good many men in engineering and 
other technical, professional, and supervisory capacities. 

Mr. Rice. Now, right there, it is obvious that your problem is not 
exactly the same as we have discussed today, but it is somewhat com- 
parable to a construction job overseas on a Government-backed pro- 
ject. 

Mr. Weser. In some respects, yes, sir; although, as T point out here, 
we normally employ people not for the duration of a specific project 
but on a career basis for an indefinite period of time, with the hope that 
they will stay with us, and we will be able to continue offering them 
employment abroad, so that—— 

Mr. Rice. You have a minimum contract or anything like that ? 

Mr. Wener. No, sir. We employ people for an indefinite period of 
time, but at 2-year intervals they become eligible for long vacations 
back here in the States. 

Mr. Rice. With pay? 

Mr. Weser. With pay. But there is no definite fixed period of em- 
ployment involved, you see. 

Mr. Rice. It is career work? 

Mr. Weser. It is career employment. 

Mr. Rice. If possible; I see, go ahead. 

Mr. Werner. We have been very careful in the selection of people 
that we send abroad for, naturally, we are interested in stable, steady 
employees. 
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We consider their previous employment experience, we take into 
account their apparent stability, as reflected by that experience. 

When it is feasible, in the case of craftsmen, we require that they 
pass certain trade tests. All prospective employees are required to 
ynass a thorough physical examination and, of course, they are all care- 
fully and exhaust ively interviewed by skilled company interviewers. 

In selecting people we are also interested in hiring those who can 
train the local Saudi Arab employee. We have made some use of em- 
ployment agencies as our sources of prospective employees, but in all 

cases we screen and review those applications ourselves, and the people 
are subjected to the company’s normal recruiting procedures. 

Mr. Rice. So that you do not take their rubber stamp as final auth- 
ority ? 

Mr. Weser. Right. 

All of our field employees receive a 1-month period of intensive 
indoctrination and language training before their arrival in the field. 
This is designed to prepare them for service in Saudi Arabia. 

As I have mentioned, we recruit people on a career basis and offer 
them vacations at 2-year intervals. About 60 percent of our people 
return to the field for second tours of duty; that is, come home on 

vacation—— 

Mr. Rice. After 2 years about 60 pe reent go back ¢ 

Mr. Weser. Right; and some 24-25 percent of our people have been 
in our service for more than 5 years in the field. 

Senator Jounson. What percentage do you lose in the first 2 years— 
that do not ge even the first 2 years ¢ 

Mr. Weer. Well, it is very—I haven't any figures that would i 
dicate that, Senator, in han that w: ay. 

Senator JoHNsON. For instance, it was testified here that one project 
lost 25 percent in the first 8 months, and one lost 12 percent in the 
first 8 months. I wondered what your experience was. 

Mr. Weser. Our total turn-over durmg 1951 on a monthly basis 
ranged from 1.5 to 2.3 percent, and for the year as a whole, averaged 
about 2 percent per month. 

Now, that turn-over includes separations for all causes: resigna- 
tions, discharges, transfers to our domestic service, deaths, retire- 
ments, and so on. 

Mr. Rice. The way you are figuring, do you multiply that 2 percent 
by 12% 

Mr. Weser. That would give you an annual rate; yes, sir. 

Mr. Rice. Of 24 percent turn-over. 

Mr. Weer. Right, or 2 percent per month; and that figure has been 
at approximately—— 

Senator JoHnson. That is on overseas operations ¢ 

Mr. Weper. Overseas operations. 

Senator JOHNSON. So your operations are not far out of line with 
the operations on the North African construction. 

Mr. Werner. Well, I am not sure what period of time was referred to 
there, whether it was a full year or not. 

Senator Jounson. From March through the end of the year—the 
first 9 months—they employed 4,400 people, and 1,174 of them, as I 
remember, were terminated. Either they resigned, were medically 
discharged, or something else. That was about a 24-percent termina- 
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tion. That is not very far out of line with the record of your private 
employment. 

Mr. Weser. No, sir; except that there you have a 25 or 24 percent 
turn-over in a period of 9 months, and here we are talking about 24 
percent in 12 months, so that you really have—— 

Senator Jounson. That is right; but one of them is a temporary 
job for a year or two, and the other one is a career job where if they 
make good they can stay on all their lives. ‘There is a slight difference 
there; is there not ? 

Mr. Weser. Right. 

Senator Jounson. What would be your comment about the com- 
parative terminations of the North African job and your operations ? 

Mr. Weser. I think it is rather difficult to comment on that. I 
think this is true: That regardless of the job it is almost impossible 
to reduce turn-over below a certain point. It is almost impossible, 
so far as I have been able to determine, to select people that you 
can be 100 percent sure are going to work out on a foreign job. 

Senator Jounson. You have heard testimony today that the turn- 
over on the North African project was 24 percent. In the light of 
the experience you have had in private industry, would you say that 
that turn-over on the North African job, supervised by the Army 
engineers, and operated by the private contractors, is ex: essive ? 

Mr. Weser. From what I have heard this afternoon, no, sir; I would 
think not. 

Senator Jounson. You would not think it was excessive; you think 
they made a pretty good record if they kept it at 24 percent ¢ ; 

Mr. Wener. Judging by our own experience; yes, sir. 

Senator Jounson. Asa matter of fact, your company, with its career 
policies, has been unable to do any better than 24 percent in a 12-month 
period. 

Mr. Werner. I think, sir, if we excluded from our turn-over figures, 
which our statistics won’t permit, but if we could exclude from our 
figures terminations by reason of transfer back to domestic service, 
which are included in our figures—— 

Mr. Rice. You have got transfers in there ? 

Mr. Weser. Deaths, retirements, and so on. 

Mr. Rice. You have got completed contracts in there—completed 
2 vears ¢ 

Mr. Weser. Oh, yes. 

Mr. Rice. So in your 24 percent figure these men are finished ? 

Mr. Weser. Oh, yes. This includes people who have been out there 
for a 2-year period, and come home on vacation, and decide not to 
return. 

Mr. Rice. Oh. Do you have any percentage figure for those who 
are terminated for cause or do not complete their 2-year time ? 

Mr. Wepzer. No, sir; I do not have any percentage figures. I have 
here for 1 month, as an example, we might—I am not sure that this 
is typical—but for the month of November 1951, we had a total of 
31 terminations, 

Mr. Rice. Have you those broken down as to—— 

Mr. Weser. Of which 13 were resignations prior to the completion 
of their first 2 years; so that roughly a little over 50 percent of these 
people terminated during their first period of employment, resigned. 
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Mr. Rice. Taken on a sample month then, that would reduce your 
percentage in half ? 

Mr. Weser. In half, that is right. 

Mr. Rice. So that you are running then somewhere from 12 percent 
down, you would think ? 

Mr. Weper. Based on this one month. I am sorry I cannot give you 
a more exact figure over a whole year, but I simply don’t have the 
figures available. 

Mr. Ricr. Are those figures available, the figures that you would 
have, of terminations by reason of resignations or for cause, dis- 
charges ¢ 

Mr. Weser. During the initial 2-year period of employment ? 

Mr. Rice. Yes. 

Mr. Weser. | think we could develop such figures probably; yes, 
sir. We would be glad to make an effort. 

Mr. Rice. But im any event that would be considerably less than 
24 percent ? 

Mr. Weper. Yes, sir. 

Mr. Rice. Well, now, just for purposes of clarification there, the 
figure that was used of 24 percent on the Atlas job, I believe, was only 
of those which were terminated prior to the completion of the contract 
and for cause, voluntary quittings and discharges, and on a compara- 
tive basis, then you would say that your experience was considerably 
different; at least, they had twice as many. 

Mr. Wener. Based on this sample month, and based on my under- 
standing of the Atlas figures, I think that would be true. But turn- 
over figures are very difficult to prepare. 

Mr. Rice. Do you have some other figures ¢ 

Mr. Werner. I am sorry, that is the only month I have available at 
the moment. 

Senator Jonnson. Any questions ? 

Senator Hun. I have no questions. 

Senator JoHnson. In the light of this correction in the figures, what 
would be your estimate of the turn-over on the Atlas job, as an illus- 
tration—do you think that excessive / 

Mr. Weser. In comparison, if your figures are now on a comparable 
basis, obviously the rate there is higher. I think you must bear in 
mind that on a job of that sort the type of people who are attracted to 
it, who are recruited for it, are in many cases people who spend a great 
part of their lives on construction jobs, who move from one job to 
another. The type of people that we normally are tarenten in are 
people who have had more stable employment. I think we are talking 
in many cases about quite different types of people. 

Senator Jounson. Here is what the figures show. Of the total of 
4,770 employed, 962 of them resigned, 144 were discharged for cause, 
there were 50 medical discharges, 9 deaths, 8 completions of contracts, 
and 1 discharge at the convenience of the Government. ‘That is a total 
of 1,174, or a 24.6 percent termination before completion of contract. 
That is on the Atlas job. 

On the other job, the Bluejay job, 2,167 men have been shipped back; 
personnel turn-over for all causes, exclusive completed contract, is 
given at 10.57 percent, so that there is a 10.57 percent turn-over there 
as compared to the Atlas North Africa joo where they had 24.6. I 
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gather from the adjustment you have made in your figures you would 
1ave about 12 percent. 

Mr. Weser. May I ask, Senator, the figures on this Bluejay job 
were for what period ? Was that per month, per 6 months, or what? 

Senator Jounson. Total percentage turn-over for all causes, exclu- 
sive of completed contract, as given by the Corps of Engineers, is 
10.57. Now, it does not say for what period. 

Mr. Weser. If that is per month, it is obviously very high. If it 
is per year, it is 

Senator Hunr. Mr. Weber, while this material is being examined, 
would you tell me, first, do you use the USES? If you do, with what 
success, and if you do not, why not? 

Mr. Weser. By and large, Senator, we have not used the USES, 
primarily because the total that we are interested in employing are 
normally already employed. The people who visit the USES, as I 
understand it, are not only people who are out of employment, but 
seeking work, so that we have not had any particular occasion to use 
their services. 

Senator Jounson. It is indicated from our statistics here that there 
was a 10-percent turn-over over a period from the beginning of the 
project in April or May, up to the time these statistics were compiled 
at the end of October. ‘That would be a 6- or 7-month period. 

On the basis of a 12-month period, you can see that it would be 
projected up in the neighborhood of 20 percent. 

Mr. Weser. That is right. 

Senator Jounson. Yours runs about 12 percent and the Govern- 
ment runs 20 and 24 percent, respectively. 

Mr. Weser. Of course, another thing that you must always take 
into account are the conditions under which people are expected to 
work, which are obviously—I know nothing about the conditions on 
the Bluejay project, but those factors are things that must be taken 
into account, and I think it is very difficult in many cases to make valid 
comparisons. 

Senator Jonnson. Do you have a comparable wage scale for your 
career people that runs up to $4 or $5 an hour, and a 70-hour week 

Mr. Weser. As one of them, I think I can say, unfortunately, no. 
|Laughter.| No, sir; our wage and salary scale is predicated—it 
is based on rates for similar jobs in the States, plus a premium for 
foreign service of approximately 25 percent. 

Senator Jounson. The rates of pay in these jobs are a little bit in 
excess of the premium, wouldn't you think so? 

Any further questions of this witness? Mr. Weber, the committee 
is very much indebted to you for coming here and counseling with us, 
and we appreciate very much your attempt to be helpful. 1 know the 
other members share my opinion when I say that you have been 
helpful. 

Mr. Weper. Yes, sir. 

Senator Jounson. We regret that we have had to keep you past the 
normal working day and past the 40-hour week, but we have limited 
time, and we do not want to waste any more on this investigation than 
has been allegedly wasted on some of these contracts that have been 
let. You are excused now, and the committee extends its thanks and 
biessings. 


Mr. Weser. Thank you. 
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Senator Jounson. This will conclude our hearing for today. What 
is the committee’s pleasure about the convening time tomorrow morn- 
ing ¢ 

(Discussion off the record.) 

Senator Jounson. Is Mr. Fred Schoenborn in the room ? 

Is Mr. George Freas present ? 

Mr. Freas. Present. 

Senator Jounson. Mr. Freas, would it be convenient for you to be 
here early in the morning / 

Mr. Freas. Senator, it would be convenient. I would like to get 
back to my oflice as soon as possible for this reason: I have been placed 
on jury duty in Washington, D.C. I was excused to appear here for 
this hearing by the judge yesterday and today. I would like to go 
to my office and spend some time tomorrow, because I will not be able 
to spend so much time hereafter. 

Senator Jounson. Did the judge indicate they were going to have 
the jury sitting on Saturday / 

Mr. Freas. No, but I would like to take advantage to be over there 
tomorrow to catch up on some work, 

Senator Jounson. I gather che earlier the committee meets the 
better it would suit you, because you want to be able to get away early. 

Mr. Freas. That is right. 

Senator Jounson. Major Hamilton, is he present ? 

Major Hamivron. Yes, sir. 

Senator Jounson. Is an early meeting of the committee agreeable 
to you, Major Hamilton ¢ 

Major Hamunron. Yes, sir. 

Senator Jonson. The committee then will meet in the morning at 
9 o’clock in this room, and until that time, the committee will take a 
recess, 

Mr. Crecan. Mr. Chairman, may we ask about the discharge of the 
subpena in connection with the Personnel Service Bureau ? 

Mr. Rice. Yes, they can be released. 

Mr. Finneran. Mr. Chairman, I represent a lot of New York em- 
ployment agencies, and I think I can give you a lot of factual informa- 
tion. Inasmuch as you heard Miss Cooke, we would like the oppor- 
tunity of presenting the information and giving you all the facts. 

Senator Jounson. If you will prepare a statement and present it 
tomorrow morning the committee will consider it 

(Whereupon, at 5:45 p. m., the subcommittee adjourned, to recon- 
vene on Saturday, January 12, 1952, at 9 a.m.) 
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SATURDAY, JANUARY 12, 1952 


Unirep Srares SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
COMMITTEE ON ARMED SERVICES, 
New York, N. re 

The subcommittee met, pursuant to adjournment. at 9 a. m. in room 
317, United States Courthouse, Foley Square, New York, N. Y.., 
Senator Lyndon B. Johnson (chairman of the subcommittee, com- 
posed of Senators Johnson, Kefauver, Hunt, Stennis, Bridges, Salton- 
stall, and Morse ) presiding. 

Present: Senators Johnson, Hunt, and Stennis. 

Also present: Lyon L. Tyler, assistant chief counsel, and Downey 
Rice, special counsel, 

Senator Jounson. The committee will come to order. 

The first witness is Mr. Fred R. Schoenborn, chief of the Labor 
Clearance Branch, United States Employment Service, Department 
of Labor. Is Mr. Schoenborn present / 

Mr. ScuHoenporn. Yes, sir. 

Senator Jounson. The committee is pleased to have you. Will you 
raise your right hand, please? Do you solemnly swear the testimony 
you will give this committee will be the truth, the whole truth, and 
nothing but the truth, so help you God 4 

Mr. ScHoenporn. I do, sir. 


TESTIMONY OF FREDERICK R. SCHOENBORN, CHIEF, LABOR 
CLEARANCE BRANCH, UNITED STATES EMPLOYMENT SERVICE 


Mr. Rice. You name is what ? 

Mr. Scnoensorn. Frederick R. Schoenborn. 

Mr. Rice. I wonder if you will spell it for the reporter. 

Mr. ScHOENBORN. S-c-h-o-e-n-b-o-r-n. 

Mr. Rice. And your capacity with the Department of Labor? 

Mr. Scuoenporn. I am the chief of the Labor Clearance Branch 
of the United States Employment Service, which is an activity of the 
Bureau of Employment Security in the Department of Labor. 

Senator Jonnson. Is that for the city of New York, State of New 
York, or which ? 

Mr. Scnornporn. Washington, D. C. 

Senator Jonnson. Washington, D. C. That is for the entire 
Nation? 

Mr. Scuorenporn. Yes, sir. 

Mr. Rice. I wonder if you would briefly give us the breakdown, to 
distinguish between the activities at the Federal level and the activi- 


115 








116 HIRING FOR WORK AT OVERSEAS BASES 


ties at the State level in connection with the United States Employ- 
ment Service, and where the Federal appreciation enters into it? Do 
you follow me? 

Mr. Scuoenporn. Yes, sir. 

The public employment service system of the United States is 
financed entirely by Federal funds, an appropriation of the Congress. 

The United States Employment Service was established through 
the Wagner-Peyser Act, and it established : Federal-State system 
whereby all of the States and the Territories aan ite and maintain 
an afliliated employment service, affiliated with the United States 
Employment Service. 

The United States Employment Service is the Federal structure 
which arranges for the establishment of standards, procedures, 
methods, supervision, the securing of the appropriations, the making 
of grants to the State agencies, the supervision of their operations, 
and the operation as we ll of the farm-placement service, and the only 
other operating function we have is the labor-clearance system. The 
balance of the activities of the United States Employment Service 
are staff and supervisory, but with respect to the labor-clearance func- 
tion the Wagner-Peyser Act has established a responsibility to the 
United States Employment Service to maintain a system for clearing 
labor between the several States. 

Mr. Rice. That is the clearance system that you speak about? 

Mr. ScHornporn. That is the clearance machinery. 

Mr. Rice. Now, then, you keep very accurate statistics on that 
clearance phase ? 

Mr. Scuoenporn. We do in some parts of it; yes, sir. 

Mr. Rice. In connection with the appropriation, I think we asked 
Mr. Motley, the Assistant Director, for some of the figures, and at 
this point I will read them into the record. 

The appropriation for the Bureau of Employment Security—I take 
it that is the official name for it? 

Mr. Scuoensorn. That is the total bureau; yes, sir. 

Mr. Rice. For the fiscal year 1951 amounted to $5,525,091, and there 
was a supplemental appropriation of $181,000 for defense activities. 

Tn 1952 the appropriation was raised to $6,304,419. 

Now, then, the appropriation for the grants to the States, and which 
includes funds for unemployment, the employment service, and farm 
placement, for the fiscal year 1951 was $172,000,000. That is your 
major function there ¢ 

Mr. ScnHornsorn. That also provides for the administration of the 
unemployment-insurance system operated by the States. 

Mr. Rice. Yes. I mentioned that. And for 1952, $183,000,000. 

Now, in connection with the keeping of statistics, you fellows in 
submitting recruitment placements have what sort of a system for 
arriving at your figures? 

Take, for instance, a man who applies to the United States Employ- 
ment Service and is sent to, referred to, a job. You do not count 
that as a man placed, do you? 

Mr. Scuoensorn. No, sir; that is a referral. 

Mr. Rice. When do you count a man placed 4 

Mr. ScHoenporn. When a man is sent to an employer it is counted 
statistically as a referral. 


Mr. Rice. A referral 7 
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Mr. Scnornsorn. When he enters on the payroll, through verifi- 

cation by the local employment office, we count it as a placement. He 
eid actually entered on the job. 

Mr. Rice. Now, then, you check with the employer and find out 
that he is on the job, and then take credit for it statistically, is that 
correct ¢ 

Mr. ScHornsorn. The local offices do; yes, sir. 

Mr. Rice. Do you have a copy of the chart that was submitted with 
your letter of December 13, 1951 4 

Mr. ScnHornnorn. Yes, sir. 

Mr. Rice. And on exhibit A thereof you head it positive recruit- 
ment placements, period January 17 through November 20. What 
does that mean? Does that mean men who have been verified as being 
on the job? 

Mr. ScHoenporn. Yes. That means workers who have actually 
been verified as having started to work, but these workers were secured 
through what we call positive recruitment, whereby the employer or 
his agent has visited a series of local e mployment offices, interviewed 
applicants, offered them employment. These are clearance place- 
ments through that type of what we call a referral. 

Mr. Rice. These are men who actually were employed ? 

Mr. ScHoeNnrorn. Yes, sir. 

Mr. Rice. We notice on item 5 there North Atlantic Constructors. 

Mr. ScHornnorn,. Yes, sir. 

Mr. Rice. That there were men recruited from various areas, as 
far away as Kansas and Missouri. How does it happen that they are— 
are they given credit through one single office or is that a number 
of offices ¢ 

Mr. ScnHornporn. With respect to the North Atlantic Constructors 
we had a single order holding office in St. Paul. 

Mr. Rice. In St. Paul, and all the figures were compiled there / 

Mr. Scuornpvorn. Well, the basic data for these figures started 
in the loeal offices where the men were recruited, but the St. Paul office 
made the verification of the placement. 

Mr. Rice. That is where all of the men were hired ¢ 

Mr. Scnorenporn. Well, they may have been hired in 30 or 40 or 
100 different pli ices, 

Mr. Rice. But they all eventually went to the same office ? 

Mr. ScuHornporn. They all eventually went to Rosemount in 
Minnesota. 

Mr. Rice. Your total figure is 5,367 men all on the job. 

Mr. Scrornpnorn. Yes, sir. That is not all of the men we placed 
with North Atlantic. 

Mr. Rice. It is not ? 

Mr. Scuoenpnorn. No, sir 

Mr. Rice. Were there more than that? 

Mr. Scuornpnorn. That is only those men who were placed through 
the clearance system. Now, there were a large number of workers 
recruited right in the St. Paul area. 

Mr. Rice. How many men more than that would you say there were ? 

Mr. Scuornnorn. I have a report from the agency; I don’t know 
that we want to give the actual figures out, sir, but the North Atlantic 
Constructors advised us through the agency that 96.2 percent of all 
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the workers that they employed were secured through the United 
States Employment Service. 

Mr. Rice. Well, without giving all of the figures, let us get at it this 
way: There was some testimony yesterday from the personnel officer 
of he North Atlantic Constructors, and if I am not mistaken, it was 
indicated that some 300 less men were actually hired in the area than 
the figure mentioned in this exhibit, as claimed job referrals or job 
placements, rather by employment seryice. Can you give us—can you 
throw any light on that apparent conflict ? 

Mr. ScuHoensorn. | don’t understand the question, sir. 

Mr. Rice. The question is this: The testimony yesterday from 
North Atlantic itself indicated that there were 300 Jess men on the job 
than actually hired, than your figures show as claimed placements. 

Mr. ScHoEnsorn. I can’t throw any light on that because these data 
come from the local offices and the State offices. 

Now, our figures show that the total employment of North Atlantic 
was about 300 more than we placed with them. Maybe the 300 error 
is that way. 

Mr. Rice. In other words, you do not know? 

Mr. ScHoENBoRN. No, sir: I don’t know. 

Mr. Rice. This exhibit A is apparently intended to show the entire 
picture relating to overseas employment. It covers the Atlas job, the 
Bechtel-Brown, Brown-Pacific-Maxon, Frederick Snare and Drake- 
Merritt, Metealf-Hamilton, and in looking that over we find that there 
are a number of men placed, but I don’t believe that we see any who 
came from the New York area. 

Mr. ScHoENBORN. Not in that group: no, sir. 

Now, this is not the whole picture of all the placements we made with 
overseas employers. This is a selected group of employers in the first 
instance, and, secondly, this is only that portion of the clearance place- 
ments which were effected through positive recruitment. 

Mr. Rice. Well, take for instance the Atlas Co., which has their main 
office here, and their main hiring office here; they are clearing, I under- 
stand, some 400 men a month now going overseas, and there appear 
to be no referrals or placements through the United States Employ- 
ment Service any closer than Oklahoma. How do you account for 
that / 

Mr. Scuorenporn. I have no information that the New York State 
employment office has made any placements with Atlas. They may 
have, but unless it was through positive recruitment our national 
office would not know about it. 

I would suggest to the committee that Mr. Brockway, who has been 
subpenaed before this committee, can furnish such information. 

Mr. Rice. Is Mr. Brockway here? 

Mr. ScHorenporn. I have not seen him this morning, sir, but he was 
advised last night that that committee was reconvening today. 

Mr. Rice. Along that line, we might ask this: What is the policy 
or even the ruling and regulation, set forth in your manual, respect- 
ing the duties of the local officer in charge to sound out the field of 
employment in his area? It is incumbent upon him to go to various 
hiring agencies? What are the rules on that? 

Mr. ScHorenporn. Yes, sir. We have employer relations programs 
which require that all local offices identify all of the employers in their 
community. 








HIRING FOR WORK AT OVERSEAS BASES 119 


Mr. Rice. How do they do that ? 

Mr. Scnornsorn. By firm visits. 

Mr. Rice. They get out and “hit the bricks” as they say and go out 
and ring the doorbells ? 

Mr. Scuornnorn. And they are supposed to segregate into what 
we call the major market and the minor market. The major market 
usually represents about 15 percent of the employers in a community 
who, in the average situation, will employ 70 to 75 percent of all the 
workers in the community. 

Now, naturally, that is just a rough figure and it will vary in a one- 
industry town, where one employer may employ 80 or 90 percent 
of the workers, and we have other communities where you may have 
to get into 18 to 20 to 25 percent of all the employers before you find 
the total number of employers who employ approximately 75 percent 
of the labor force. 

The State agencies are budgeted to provide field visits to all of 
their major market employers, and they receive unit time, as we call 
it, so many minutes for every field visit, and they are required to keep 
records on those field visits, and make periodic visits to learn the em- 
ployer’s needs, to attempt to sell our service to them, to assist them 
in any way in which the employment service can assist the employer, 
as well as to secure certain basic information on our 211 reports, which 
is a required report approved by the Bureau of the Budget to secure 
basic labor market data. 

Mr. Rice. This report, then I take it, is designed to show the activity 
by the local employment official looking into the market, his contacts 
with the potential employers, is that it / 

Mr. Scrorensorn. Each local office and the State office put out a 
209 report, as we call it, which is a monthly report of activities, in- 
cluding as one item the number of field visits made. 

Mr. Rice. Is there any coordination with the unemployment situa- 
tion’ In other words, if someone is drawing unemployment insurance, 
is that coordinated with the employment phase so that if there is a 
person with ostensible capabilities for the job, and he be selected 
and sent over to the potential employer—is there any such coordina- 
tion ¢ 

Mr. ScuHoenporn. I can best answer that by indicating the type of 
organizational structure. In all States, the State employment service 
is an integral part of an over all agency, the Unemployment Com- 
pensation Commission, or a division of placement and unemployment 
insurance, or an employment security commission, or what have 
you—there are various names. 

That over-all agency has the two major activities, unemployment 
insurance and employment service, and the taking of claims and the 
payment of unemployment insurance benefits is done through the local 
offices of the employment service. 

Mr. Rice. So that is all handled under the same roof, so to speak ? 

Mr. Scnoenrorn. Yes, sir. 

Mr. Rice. And should be coordinated ? 

Mr. Scnornrorn. In many of our local offices the employment 
service interviewers actually take the claims. 

It is also a requirement of all the State laws, with a few variations 
such as short-time lay-offs or mass lay-offs for short duration, that 
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all workers receiving unemployment compensation must be registered 
with the local office of the state employment service. 

Mr. Ricr. Mr. Schoenborn, you were with us most of yesterday 
were you not ¢ 

Mr. ScHorensporn. Yes, sir. 

Mr. Ricn. And there was considerable testimony from some who 
were in employment agencies, some personnel officers and others in 
which many references were made to the United States Employment 
Service. 

Now, we are not making a defendant out of you or anything like 
that; we are just trying to get something constructive here. But I 
think you would have to agree that, on the whole, it was somewhat 
critical, at least. in the New "York area, of the effective func ‘tioning of 
the employment service. It seemed to leave something to be desired. 
Is there anything you would like to say about that situation 2 

Mr. Scuornrorn. I know very little of the New York situation, 
frankly, except that as the result of almost 19 years in the Employ- 
ment Service I am well aware of the tremendous problems of a public 
employment service in a metropolitan city. It is our toughest situa- 
tion. 

Senator Jounson. Are you aware of any — recruitments for 
any overseas jobs made by the USES in the New York area? 

Mr. Scuornrorn. Well, positive recruitments are not made in New 
York. If New York were to have an order and they are not able to 
fill it, it would then be sent out to other States. We do have—— 

Senator Jonnson. You got the question, did you not? 

Mr. ScHornporn. Yes, sir. I do not have any specific information 
of New York excepting orders from the outside. 

Senator Jounson. The question was, Are you aware of any positive 
recruitments made for overseas construction by the New York office ¢ 
You are chief of the branch, and I assume that if there had been any 
you would be familiar with it. 

Mr. Scuoenporn. That is right, I have nothing with respect 
to these principal employers that bain been the subject of study by 
this committee. 

Senator Jounson. The answer is, “No,” that they have made none? 

Mr. Scnoensorn. Not that I have any record of, sir. 

Senator Jounson. Would you have a record of them if they had 
made them ¢ 

Mr. ScHornBorn. Yes, sir. 

Senator Jounson. Then the answer, back to my question, Is a simple 
“No?” 

Mr. Scuorenporn. That is right, sir. 

Senator JoHnson. Could you give the committee light on the reason 
why it is “No?” 

Mr. Scuoenporn. If the New York agency is unable to fill any 
orders which they receive, assuming they receive them, then they 
would go into clearance. If they don’t go into clearance my only de- 
duction is that if they receive orders they are able to fill them. Since 
they have not sent them to us, the question is for the New York State 
service, did they get them or not, and if they got them were they able 
to fillthem. But I have no record 

Senator Jounson. As chief of this branch wouldn’t you have some 
interest in finding out why there is no record that the USES in New 
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York has made an assignment to some of these huge overseas con- 
struction jobs? At least, you are unable to point out a positive re- 
cruitment. And yet, private agencies are charging a man 5 percent 
of his yearly salary to be assigned to these jobs. 

Isn’t that a matter that would interest you ? 

Mr. ScHorenporn. It would interest me, sir, but these States are 
autonomous in their operations, and unless they need the clearance 
system, the job becomes too big for myself or my staff to police and 
look into the detailed ope1 rations of 1,800 offices. My responsibility is 
only with respect to that one phase of employment service, namely, 
clearance. 

Now, whether or not the New York State service is getting their 
requirements, the requirements of visiting employers, and selling the 
service and securing orders, those are local placement problems. It 
is not one ance, It is only when the New York State service, or any 
State service is unable to meet their employer needs that it becomes 
an interest of the Labor Clearance Branch. 

Senator Jounson. The an is to understand then that the 
defense requirements of the Nation call for X thousand men. The 
Government needs those men, and they should be recruited here. We 
find the record shows that private concerns have done it on a 5-percent 
basis, but that is not a matter that concerns you at all, because the 
USES has to leave such matters up to the local situation. The fact 
that the Government needs men and has to go to private agencies to 
getthem. Isthata matter that does not interest you ¢ 

Mr. Scuoenporn. It does interest me, sir, and I might point out 
that 

Senator Jonnson. It ought to interest the Appropriations Com- 
mittee when they sit down and are ready to make some of these appro- 
priations intended to aid the defense effort. When we tell them that 
the USES in the New York area does not show one positive recruit- 
ment for all the overseas construction bases where we have had to 
recruit people, and that the chief of the branch doesn’t know that they 
have made any recruitment, I think the members will be very 
interested. 

Mr. Scuorensorn. Well, I still don’t know, sir, whether or not New 
York made any local referrals to the employer. 

Mr. Rice. Right there, maybe we can get to the meat there; in the 
absence of Mr. Brockway, we did ask Mr. Brockway for the figures. 
He isthe chief of the New York office; is that not correct ¢ 

Mr. Scuorenporn. He isthe New York State director. 

Mr. Rice. And he presumably has the concrete information about 
that situation. 

Now, here is a communication from him: 

Summary of placement activities with foreign base construction, as reported 
by New York City placement officers and covering the period from World War II 
through 1951. 

He says: 

Early in 1951 we learned from our regional clearance office, from newspapers 
and from applicants that new contracts were being awarded for overseas bases 
and airfields. The firms that were listed by these sources included Atlas Con- 
tractors, Metcalf, Hamilton, Frederick Snare and Drake, Merritt. Field visits 
were made in April 1951 to all of these firms. Metcalf, Hamilton was the only 


one to give us an order for a hundred openings. We were able to fill seven or 
eight of these openings. 
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It would seem to be that the answer is seven or eight were filled 
through the New York office, as opposed to 

Senator Jounson. I assume does are many reasons, and I assume 
they are legitimate ones, why if they had an order for a hundred men 
they could only get seven or eight. But if they got seven or eight, 
you should have a record of the seven or eight, should you not ? 

Mr. ScHorensorn. Not of the local placements, sir. The only record 
I would have would be if the New York order had to go to another 
State and the employer sent recruiters out. 

Now, I do have here two orders from Metcalf, Hamilton filed with 
the New York State Employment Service, and placements were made 
from other States. 

Senator JoHnson. So an order from an overseas contractor to the 
New York office would not necessarily come to you unless the New 
York office found it necessary to go out to the other States to get the 
men ¢ 

Mr. ScHoenporn. That is right, sir; and on the Metcalf, Hamilton 
order we had placements secured from Ohio and Missouri to which 
places that order was extended. 

What New York did before I have no way of knowing because we 
do not receive detailed reports in Washington by each individual em- 
ployer of the several hundred thousand “around the United States. 
But for a positive recruitment tour of companies we secure a report 
every other week. 

Now, I have a lengthy, detailed history here of every one of those 
biweekly reports throughout the Nation. 

Senator Jounson, Clear up my mind on this: What is the dif- 
ference between a placement and a positive recruitment ? 

Mr. ScHorenporn. A placement can be or is any worker who starts 
to work for anemployer. <A local placement 

Senator JoHnson. That you place? 

Mr. ScHornsorn. That we have placed. 

A local placement would be a placement whereby the worker and 
the employer were in the same geographical area, such as a New York 
City worker going to work for a New York City employer. 

A clearance placement, however, would be, for example, a New 
York employer, and the applicant was secured in Trenton, N. J. There 
are two local offices involved, the applicant coming from one office, 
and the employer from another. 

Now, within positive recruitments we have five types of referral 
action. Our principal one is positive recruitment, whereby the worker 
in Trenton is secured by the employer going to Trenton and inter- 
viewing the workers in the Trenton local office. 

We also can refer that worker from Trenton by mailing an appli- 
cation. We have delegated hiring authority. We have telephone refer- 
rals and the like, so there are positive recruitment placements, and 
it is a special type of a clearance placement. 

Senator Jounson. I do not understand it, but I guess it is not 
important. 

Mr. Rice. I think this is what you might call and the lawyers might 
call a case of res ips: 

Mr. Schoenborn, there is one other little matter that we discussed 
previously, I beheve, that was in the matter of the Bluejay job, and 
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some publicity attendant thereon which appeared back in June or 
July. Do you have some information about that ? 

Mr. Scuornnorn. Yes, sir. I present the committee with the corre- 
spondence on that. 

Mr. Rice. Well, briefly what happened, as I recall, was something 
along this line: That through inquiries of your office out in one of the 
midwestern cities about radio broadcasts and newspaper publicity 
relating to the need for workers, the United States Employment be- 

came interested and inquired of the Department of Defense, is that 
correct ¢ 

Mr. ScHoeNrBorn. Yes, sir. 

Mr. Rice. And from that learned that there was a job, and com- 
menced—— 

Mr. ScHOENBoRN. Oh, no; we knew of the job long before we heard 
those radio broadcasts. 

Mr. Rice. Yes, but they were in the nature of what, news releases 
or broadcasts advertising to recruit workers ¢ 

Mr. Scnoensorn. Well, the late July release was one that indicated 
workers were en route to the project. 

Mr. Rice. Did it say where the project was? 

Mr. Scuorenworn. Yes, sir. 

Mr. Rice. Do you have a copy of that? 

Mr. ScHoENBORN. I do, sir. 

Mr. Rice. What was the date? 

Mr. ScHoenBorn. July 29. 

Mr. Rice. In what periodical, publication ? 

Mr. ScuHornsorn. The Omaha World-Herald. 

Mr. Rice. What did it say, Mr. Schoenborn ¢ 

Mr. ScHoenBorn. Under a Des Moines, Lowa, dateline, it said: 

Five hundred Iowans were on their way to Greenland Saturday to rebuild 
airfields along the top of the world route to Russia. 

Do you want me to read the balance ¢ 

Mr. Rice. No, just to cover the fact that there was some publicity 
about it. 

Would you say from that that if some foreign agents were busy 
reading the paper they might see the same thing the United States 
Employment did ¢ 

Mr. ScHOENBORN. Yes, sir. 

Mr. Rice. And they might discover that there was some activity 
there ¢ 

Mr. ScHoENBORN. Yes, sil 

Mr. Rice. As a result of or before that, there was a request by you, 
was there not. for information as to the classification of the job, as 
to security ¢ 

Mr. ScHorensorn. We had been told when the project started, that 
the location of the job site was Classified. 

Mr. Rice. Classified ¢ 

Mr. Scuornporn. You see, when North Atlantic Constructors were 
organized, and established their headquarters at Rose mount, the Min- 
nesota State Employment Service worked with them right from the 
very first day, and we were right in on the ground floor and, as a re- 
sult of that close cooperation, as our records indicated, 96.2 percent 
of all their workers was obtained through the State employment ser- 
vice system. 
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Mr. Rice. Were you ever notified that the job was downgraded or 
reclassified or released from restriction ¢ 

Mr. ScHoenporn. Not officially, sir, in writing. 

After this July 29 release came to our attention, we made contacts 
with the Department of Defense, the Corps of Engineers and others, 
found out that the Corps of Engineers still had the location of the job 
site as secret, but also learned that the release referred to was an of- 
ficial press release from the Air Forces at Washington. 

Mr. Rice. You distinguish between the Air Force and the Corps 
of Engineers in that case ¢ 

Mr. ScHoenporn. Yes, sir. 

Senator Jounson. The Corps of Engineers had the job classified 
as secret, and the Air Force was publicizing its location ¢ 

Mr. ScHOENBORN. At that point; yes, sir. 

Mr. Rice. I take it you are referring in the Air Force release to this 
copy of the release which was turned over? I wonder if you would 
look at that. 

Mr. Scuoenporn. I have never seen this before, sir. 

Mr. Rice. What does it say, Mr. Schoenborn / 

Mr. ScuoeNpBorn (reading) : 

Representatives of the Army Corps of Engineers and the Air Force. ineluding 
civilian construction workers 

Mr. Rice. How is it headed at the top? 

Mr. ScHOENBORN (reading) : 


Some Greenland installations to be rehabilitated by United States. 


Mr. Rice. The very top of the release. 

Mr. SCHOENBORN (reading) : 

Department of Defense, Office of Public Information, Washington 25, D. C. 
Immediate release, June 14, 1951. 

Some Greenland installations to be rehabilitated by United States. 

Representatives of the Army Corps of Engineers and the Air Force, including 
civilian construction workers, are scheduled to start some rehabilitation and 
construction work early this summer in Greenland, the Department of De- 
fense announced today. 

Senator Jounson. That is the Department of Defense now; that is 
not the Air Force. 

Mr. Scuoensorn. That is the Department of Defense. 

The agreement for the defense of Greenland, under which this construction 
is to be carried out, has been approved by the Danish Parliament and went into 
effect on June 8. This agreement, and the improvement of facilities, is part 
of the NATO defense program. 

The Air Force used four major air base facilities plus weather stations at 
other locations in Greenland during World War II. 

Most of the air base facilities have been phased out since the war, and the 
weather stations turned over to Denmark, which has and will continue to 
operate them. 

Mr. Rice. It is possible then that that is an additional release to the 
one about which you referred as stemming from the Air Force in 
July? This is June. 

Mr. Scuorensporn. I don’t even know, sir, whether this is referring 
to Bluejay or not; I don’t know. 

Mr. Rice. It says something about Greenland, does it not ? 

Mr, ScHornsorn. It says Greenland. 
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Mr. Rice. Do you have any information or did you receive any in- 
formation from either the Department of Defense, the Air Force, or 
the Corps of Engineers about some radio broadcast in the area of the 
job? 

Mr. Scnornrorn. Yes, sir. We heard that there were radio broad: 

casts being sent from Moscow through a person named Moscow 
Molly. 

Mr. Rice. Moscow Molly? 

Mr. ScHoENBorRN. Yes. 

Mr. Rice. To the project? 

Mr. Scnornporn. To the project. 

Mr. Rice. Which was possible to hear at the job site? 

Mr. ScrorNnnorn. Yes, sir; and those broadcasts were apparently 
intended to break up the mor: ale of the workers by telling them of the 
dire straits that their wives and families were in ‘because the pay had 
not been received, and their wives were starving and had to engage 
in other than legal occupations, and so on, and so on, in an attempt to 
disrupt the morale of the workmen on the project. 

Mr. Rice. Well, now, was it your understanding that these broad- 
casts from Moscow Molly were addressed specifically to workers at 
Bluejay ? 

Mr. Scoornporn. That was my understanding. 

Mr. Rice. In other words, Moscow Molly came on the air and said, 
“All right, fellows, you fellows up there at Bluejay,” and then told 
what was happening to disturb them. 

I wonder if you could approximately, at least, fix the date when 
that came to your attention ? 

Mr. ScnHorenporn. Well, that came to my attention after I inquired 
about this press release, oe release dated July 29, and it was sent 
to us under date of August 17, but I had news of it by telephone from 
our regional office; and after inquiring about this press release, ] 
learned that the Air Force had released this, and part of the reasons 
were that Moscow Molly knew all about it, and was telling the world 
about it already. 

Mr. Rice. Therefore, there was no secret. 

Mr. Scnornprorn. The location was no longer secret. 

Mr, Rice. There was no use kidding ourselves any more. 

Mr. Scnornrorn. That is right, sir. 

Mr. Rice. We take it that you suggested the possibility that the 
thine was no secret, and we could talk out loud about this now. Did 
vou have any reply from any agency connected with the Defense 
Department ? 

Mr. Scroenporn. No, sir. 

Mr. Rice. As to what you should do? 

Mr. ScHoenporn. No, sir; we simply were advised that this was an 
Air Force release, that the job site was no longer classified. 

Mr. Rice. It was no longer classified ? 

Mr. Scrornporn. That is what we understood, that the classifica- 
tion of the job site had been removed, but I did not get that in writing. 

Mr. Rice. Now, then, can vou go just a little bit further and ean 
vou tell us what agency indicated to you that the job site location was 
no longer classified. distinguishing between the Air Force and the 
Corps of Engineers? 
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Mr. ScHoensorn. No, sir; the records in this file do not indicate 
the source of the information, and we did not get it in writing. We 
have no directive; we had no initial directive to establish its 
classification, 

._ As far as our agencies are concerned—and we are still working with 
North Atlantic—all of our correspondence just refers to North At- 
lantic Constructors without any other reference to location. 

Mr. Rice. You would say, then, that this is more or less a patent 
conflict there in instructions ¢ 

Mr. ScHoenworn. It appears so; yes, sir. 

Senator Jounson. Is it classified, so far as you are concerned, today, 
or unclassified ? 

Mr. Scuorensorn. I don’t know, sir. We have no directive either 
way, but we are not publicizing where the job is because we don’t 
know except what the newspapers say, and we are still referring to 
it as merely North Atlantic Constructors. 

In the latter part of October the committee may have seen a lot of 
publicity that appeared all over the country, about the workers return- 
ing from the North Atlantic Constructors’ project. 

Mr. Rice. Are you referring there to the Westover situation? 

Mr. ScHOENBORN. Springfield, Mass., and all of them, which clearly 
indicated the project site. 

Mr. Rice. What did that say, Mr. Schoenborn ? 

Mr. Scuornporn. I have one here that appeared in the Washington 
Times-Herald, October 25, date lined Springfield, Mass., October 24, 
Associated Press. 

Arctic workers making up for tough 6 months return to the United States with 
big bank rolls. A bunch of big spenders, some with rolls of $15,000, hit town 
today for their first fling on an American Main Street in 6 months. 

About 150 construction workers, bearded, well-heeled, and thirsty for the bright 
lights, were paid off here after 6 months’ work in Greenland, after being flown 
into nearby Westover Air Force Base yesterday. 

Then it went on to report the problems with the police, men being 
hurt and assaulted. 

Some of the men who flashed thick rolls reported that they were averaging 
$600 a week with overtime for their work on Operation Bluejay, a huge air 
base on the Arctic Island. 

North Atlantic Constructors, a pool of four building firms, reported they expect 
to return 4,000 workers before winter. Newcomers hit Main Street wearing 
Army fatigues— 
and so on, and then there were some records of persons who were 
arrested and got drunk, and what have you, and this appeared in many 
newspapers throughout the United States. 

Mr. Rice. That was datelined Springfield ? 

Mr. ScHornsorn. That is datelined from Springfield. 

Mr. Rice. A wire service / 

Mr. Scuornporn. Associated Press. 

Mr. Rice. Associated Press? 

Mr. Scuorenpsorn. And North Atlantic Constructors, refers to Oper- 
ation Bluejay, refers to Greenland, enormous wages, and so forth. 

Senator Jounson. Mr. Schoenborn, there is one thing that must be 
very evident to you, and that is there should be some consistent 
definite policy on the classification of these projects 

Mr. ScHornrorn. Yes, sir. 
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Senator Jounson (continuing). That should be adhered to by the 
defense agencies. Adequate information should be given to you that 
it is classified or that it is not classified, and if it is classified and the 
classification is removed, you should be notified when it is removed, is 
that not true? 

Mr. Scuoenporn. Yes, sir. 

Senator Jounson. That is something I know the committee will 
want to go into with the people responsible for the declassification. 

Now, if this project has been declassified, common courtesy would 
require that they notify you since you are employing men for the 
project, is that not right? 

Mr. Scuornnorn. Yes, sir. 

Senator Jounson. And you have made inquiry as to whether it is 
still classified or not, have you not ? 

Mr. Scuorenporn. Yes, sir. 

Senator Jounson. What did they tell you? 

Mr. Scnornzorn. The Air Force says everybody knows the loca- 
tion, it is no longer classified. 

Senator Jounson. They did not answer your question directly as 
to whether or not it had been declassified ¢ 

Mr. Scrornsorn. No, sir; that is right. 

Senator Jounson. You asked them whether it had been declassified ? 

Mr. ScHorensorn. The Corps of Engineers, a contact of ours over 
there, Mr. Lyons, tells us it is still classified, according to their 
organization. 

Senator Jounson. You mean the Corps of Engineers have got it 
classified today, and the Air Force declassified it last June, for all 
practical purposes ? 

Mr. Scuoenporn. The call we had with Lyons was on the 16th of 
August. 

Senator Jounson. Any other questions, Senator Hunt ? 

Senator Hunt. No. 

Senator JoHnson. Senator Stennis? 

Senator Srennis. No. 

Senator Jounson. Counsel ? 

Mr. Rice. No, sir. 

Senator Jounson. Thank you very much, Mr. Schoenborn. 

Mr. Scuornporn. Yes, sir. 

Senator Jounson. The next witness is Mr. George W. Freas. Mr. 
Freas is Chief of the Security Section, Corps of Engineers, Intelli- 
gence Section, Washington, D. C. 

Mr. Freas, you are coming on at a very appropriate time in the 
light of the testimony of the last witness: We know vou can clear 
up a lot of things for us. Now if you will raise your right hand ind 
take the oath: Do you solemnly swear the testimony you give this 
committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Freas. I do. 

Senator Jonnson. Take a seat, Mr. Freas. 

All right, counsel. 
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TESTIMONY OF GEORGE W. FREAS, CHIEF, SECURITY SECTION, 
ENGINEER INTELLIGENCE DIVISION, OFFICE OF CHIEF OF 
ENGINEERS 


Mr. Rice. Now, sir, your official title is what, Mr. Freas? 

Mr. Freas. C hief, ’Se curity Section, Engineer Intelligence Divi- 
sion, Office, C hief of E ngineers, United States Army. 

Mr. Rice. And you are a civilian employee 

Mr. Freas. Civilian employee; yes) sir. 

Mr. Rice. You are Chief of Security? 

Mr. Freas. That is right. 

Mr. Rice. Now, the meat in the coconut, as you probably see in the 
discussion that you can help us with, is a little bit about the security 
program with respect to construction workers going overseas. 

What is the present policy of your organization with respect to 
that? Can you fill us in on that a little bit? 

Mr. Freas. We are governed, of course, by the Department of the 
Army procedure for obtaining clearances on contractors and con- 
tractors’ employees. 

The only requirement for obtaining those clearances is in the event 
the contractor will require the disclosure of information classified 
secret or top secret. 

We first obtain the clearance on the contractor, which we call an 
industrial facility clearance; that is obtained by running loyalty 
checks on the management personnel. That is as far as we go in the 
Office of the Chief of Engineers. 

If it is the contractor’s employees that require access to secret or 
top secret information, well, that would be a transaction between our 
field agency and the appropriate Army command. 

Mr. Rice. Taking a typical laborer who, say, is going to work on 
an Atlas job in Morocco, what screening is recommended now; what 
is the policy with respect to that ? 

Mr. Freas. There is no requirement for screening or for security 
unless they are required to have access to secret or top secret informa- 
tion. If it is confidential information or restricted information there 
is no requirement for screening them at all. 

Mr. Rice. What would you say about the length of the air strip 
at Sidi Slimane—how would you classify that information ¢ 

Mr. Freas. Well, I would not be the proper one to classify it. I 
don’t know what the answer would be, I am sorry. 

Mr. Rice. So that the length of the air strip, is that classified or 
not / 

Mr. Freas. Well, I would not establish a classification. That is 
not in my field. 

Mr. Rice. Who does that? 

Mr. Freas. I don’t do that. 

Mr. Rice. Who does it? 

Mr. Freas. The usingagency. If it was an airfield they were build- 
ing, I think the classification of the project would be prescribed by 
the Air Force. I think that is the way it would work, but I am not 
the authority on that. 

Mr. Rice. I see. How about the strategic use of the place, what they 
are going to use it for, who sets up that classification ? 








HIRING FOR WORK AT OVERSEAS BASES 129 


Mr. Freas. If it is an Air Force project, it would again be the Air 
Force, or what will ultimately be the using agency. 

If it is some ordnance plant, the Ordnance would prescribe the 
classification of it; the Chemical Corps—— 

Mr. Rice. In other words, you do not set the classification but you 
do have something to do with the security ¢ 

Mr. Freas. Yes; obtaining clearance. 

Mr. Rice. After you get word as to what it is to be? 

Mr. Freas. ‘That is right. 

Mr. Rice. If it is classified A, B, or C. then you have certain regu: 
lations which tell you what to do in that case 4 

Mr. Freas. That is right. 

Mr. Rice. In the case of a job like Bluejay, are there any em- 
ployees up there, going up there, who are with North Atlantic 
Constructors who are fingerprinted 

Mr. Freas, The only ones that I would process for the clearance 
and fingerprinting would be part of that process—would be the man- 
agement personnel that comprise the firms in the North Atlantic 
Constructors. 

Mr. Rick. They are management personnel ? 

Mr. Freas. Just the management pe srsonnel. If they are working 
employees or contractor's employees, well, I would have nothing to 
do with processing the request for the clearances on them or finger- 
printing. 

Mr. Rice. At the present time what is the policy with respect to 
fingerprinting 

Mr. Freas. There is no policy set forth in the regulations that I 
have here for fingerprinting only. 

Mr. Rice. Well, to get a little specific, there was an incident—were 
you here yesterday 

Mr. Freas. I was. 

Mr. Rice. There was an incident recited yesterday where a bank 
robber by the name of Taylor was a wanted man, and he was a fugi- 
tive, and he was hired up there, and the fingerprints were not checked 
with the Identification Division of the FBI. 

Now, we take it from that that it would be conceivable that a 
saboteur or foreign agent could just as easily get employment as a 
bank robber, possibly more easily. Does that suggest anything to you 
in the way of a recommendation that you might make to tighten 
it up? 

Mr. Freas. It had occurred to me sometime ago that possibly run- 
ning a fingerprint check on these people alone—I mean the laborers, 
bulldozer operators, and people like that, may be of some advantage. 
[ still think there may be some advantage, but there is a time element 
involved in getting the results of it back, and that is what I am con- 
cerned about more than anything else. 

Senator Jounson. How much time? 

Mr. Freas. Pardon me? 

Senator Jounson. How much time? 

Mr. Freas. I would not know. It is a program that we have not 
been engaged in yet, Senator. We have not had any experience in it. 
I would guess that it would take 

Senator Jounson. I know you have not been engaged in it. Let us 
not waste time in telling me something you have not been engaged in. 
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You know there is a time element involved, but you have not taken 
the time to inquire how much time is involv ed, is that it? 

Mr. Freas. Not specifically; I have not made : any specific inquiries 
as to the time that would be required. 

Senator Jounson. So it might be 5 hours or 5 weeks or 5 months? 

Mr. Freas. That is right; yes. 

Senator Jounson. And you would not know ? 

Mr. Freas. No; I wouldn’t know. 

Senator Jounson. Do you think you might find the time to inquire ? 
It might be indicated, if you inquired, that such a system should be 
instituted. 

Mr. Freas. I have made inquiries, as a matter of fact. 

Senator Jounson. Of whom? 

Mr. Freas. I have informally discussed that, not concerning over- 
seas projects, but with some domestic projects we are building, with our 
G-2 section of the General Staff, and as a result of those dise ussions, 
well, we came to the conclusion that it will take a considerable amount 
of time. 

We also came to the conclusion that we know now that we are 
flooding all investigating agencies with requests for loyalty investi- 
gations. Asa result of that, they are piling up a tremendous backlog, 
and we thought at that time we would run these fingerprint checks 

Senator Jonson. It would not take much time, would it, for you 
to ask Mr. Hoover how long it would take him to check these finger- 
prints ! 

Mr. Freas. Well, I don’t deal directly with the FBI, Senator. I 
have to go through liaison channels, which is our G-2 

Senator Jounson. All right. That is another way of evading the 
question. You could institute a request for information, could you 
not ¢ 

Mr. Freas. Oh, yes. 

Senator JoHnson. You have not done that? 

Mr. Freas. You are speaking of overseas projects / 

Senator JoHnson. Yes. 

Mr. Freas. No; not so far as overseas projects. 

Senator Jonnson. It would not take you long to do it? 

Mr. Freas. No; it would not. 

Senator Jonnson. Let us see how much time is involved. That 
would be a desirable thing to do, would it not? 

Mr. Freas. Yes; it will. I will make the inquiry when I get back to 
the office. 

Senator Jonnson. Well, we are going to make it, too, and let us see 
which one of us can save time and get the answer first. 

Go ahead. 

Mr. Rice. I think I might rise to the defense of my old organi- 
zation, the FBI, at this point. 

Mr. Hoover is very proud of his Identification Division there, and 
I think the rest of the country as well, and as a matter of policy, any 
fingerprints submitted to the FBI are processed, searched, and the 
record returned inside of 48 hours to the requesting agency. In other 
words, if a police department arrests a man for a minor offense and 
sends in his fingerprint card for search, it is realized that they may 
only hold him a day or two. He may be a kidnaper, he may be 





a wanted spy, so that they get the answer back mighty quick. If it is 
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wanted man, they get it back by telephone and telegraph, and I don’t 
think there is any question but what in the case of these restricted jobs 
that the FBI would be most cooperative, would search the prints, and 
get the answer back in 48 hours or less. 

Senator Jounson. So the information of counsel is that these finger- 
prints could be cleared in 48 hours, and the taking of the fingerprints 
of these applicants would serve some useful purpose provided they 
were checked against the FBI records. 

Any other questions, Counsel ? 

Mr. Rice. No; I have not. 

Senator Jounson. If there are no other questions, thank you very 
much, Mr. Freas. 

The next witness is Colonel Solomon. 

Colonel Solomon, in the absence of Major Hamilton, who became 
indisposed last evening and was unable to testify this morning, the 
committee wants to hear from you and to go into matters with you 
that we had intended taking up with him. 

Will you raise your right hand, please ? 

Do you solemnly swear the testimony you give this committee will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ¢ 

Colonel Sotomon. I do. 

Senator Jounson. Thank you, Colonel. 


TESTIMONY OF COL. MORTON SOLOMON, DISTRICT ENGINEER, 
NORTHEAST DISTRICT 


Mr. Rice. What is your full name, Colonel ? 

Colonel Sotomon. Morton Solomon. 

Mr. Rice. And you are associated with the Corps of Engineers. 
What is your title here ? 

Colonel Sotomon. I am district engineer, Northeast District. 

Mr. Rice. Of the Northeast District ? 

Colonel Soromon. That is right. 

Mr. Rice. And you are specifically assigned to the Bluejay project? 

Colonel Soromon. That is correct. 

Mr. Rice. You have your office here at 61 Broadway, immediately 
adjacent to the offices of the North Atlantic Constructors. 

In your capacity there, is it your duty to oversee expenditures at 
the Bluejay job? 

Colonel Sotomon. Yes. 

Mr. Rice. So that if the contractor has a disbursement or expendi- 
ture to make, it is either necessary that he obtain prior authority from 
you or that you subsequently acknowledge or indicate that the ex- 
penditure was appropriate / 

Colonel Sotomon. Yes. 

Mr. Rice. Now, you were here yesterday ? 

Colonel Sotomon. That is correct. 

Mr. Rice. And heard the job discussed. 

We wonder if you could enlighten us a little bit on the expenditure 
for stand-by time which we understood to be at $4 a day paid to em- 
ployees while waiting to be notified to go to the job site which, we 
figure, amounted toa ‘little over $300 000, I wonder if you would like 
to justify that, so to speak. 








132 HIRING FOR WORK AT OVERSEAS BASES 

Colonel Soromon. Well, the standby time which, as you say, 
amounted to $317,000 was paid to approximately 2,500 men who had 
been recruited, processed through the Minneapolis training center, 
been tested to see that they met the skill requirements, and then were 
returned home on a standby status so that we could be sure of having 
them when we went to work. 

The time element involved in the project was very short, and the 
working season, as you have been told, was a very short one, and it 
was, in our opinion, essential and in the best interest of the Govern- 
ment to have these men where we could get them, be sure to get them, 
rather than to have wasted the money that was spent in recruiting 
them and training them and processing them. It was impossible to 
delay that until just before sailing time or flying time for obvious 
reasons. It was impossible to process that number of men, it was 
impossible to test them, it was impossible to handle them in the very 
short period of time, so that there was in most cases a matter of some- 
where around 4 weeks on the average of standby time. 

Mr. Rice. Well, now, there was some testimony of the wage scales 
at the job, and the guaranteed overtime, which would indicate that 
the Bluejay job was what you might call a premium job, probably 
the highest wages that had ever been paid for mechanics and labor- 
ers; and having that in mind, do you think that the men would not 
have been sufliciently interested after they had been screened to wait 
for a little while at their own expense before going to the job? 

Colonel Sotomon. It was our opinion at the time, and still is, 
that they would not have been willing to wait. The wage rates in 
certain other sections of the country are sufficiently close to the Blue- 
jay rates and the number of working hours that the average skilled 
worker can obtain is sufficiently close to the Bluejay working time, 
in — opinion, to have made it necessary to hold on to them. 

ator JoHNsoN. Was this standby time customary during World 
Wa ar Tl on projects of similar nature? 

Colonel Soromon. I can’t answer that, Senator. 

Senator Jounson. To your knowledge, is it customary with pri- 
vate contractors now doing overseas work ? 

Colonel Soromon. I can’t answer that. 

Senator Jonmnson. Then, to your knowledge, you do not know 
whether it is used by private contractors or not ‘ 

Colonel Soromon. I have no positive knowledge that it is or is 
not. 

Senator Jounson. You do not know whether it has ever been used 
by the Government before ? 

“Colonel Soromon. In my personal experience I know of no case. 

Senator Jonnson. Do you know of any case? 

Colonel Soromon. No, sir. 

Senator Jounson. Who dreamed it up on Bluejay ? 

Colonel Soromon. I don’t know that any one person can take credit 
for it. 

Senator Jounson. How many persons are entitled to the credit? 

Colonel Sotomon. Well, I would assume that the district engineer 
and the contractor. 

Senator Jounson. Was it proposed by the engineer or by the con- 
tractor ¢ 
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Colonel Soromon. I think it came out of a joint conference. I 
might say that I was not the district engineer then. 

Senator Jounson. Do you know who advanced the suggestion ? 

Colonel Soromon. What is that, sir? 

Senator Jounson. Do you know who advanced the suggestion ? 

Colonel Sotomon. No, sir; I don’t. 

Senator Jounson. So far as you know it is the first time that such 
a procedure has been followed either by a private contractor or the 
Government on a Government job? 

Colonel SoLtomon. I have already said, sir, that I was not able to 
give a definite 
Senator Jounson. Iam not asking you what you have already said; 
[am asking whether so far as you know, this is the first time this pro- 
cedure has ever been followed in connection with either a private or 

Government job. 

Colonel SoLomon. This is the first time I have heard of it, si 

Senator Jounson. Thank you. 

Go ahead, Counsel. 

Mr. Rice. Major Hamilton serves under you, does he not ? 

Colonel SoLtomon. That is right. 

Mr. Rice. And he is the security officer on the job? 

Colonel Soromon. That is correct. 

Mr. Rice. For Bluejay. 

Senator Jounson. I have one more question. In the light of the 
information you presently have and in the light of the testimony given 
to this committee, if you had the responsibility tomorrow would you 
follow the same course and set up the same procedure provided for 
standby pay / 

Colonel SoLomon. Under the same conditions; yes, sir. 

Senator Jounson. All right. 

Mr. Rice. Will you tell us what the rules are relating to construc- 
tion workers who go up to the job site respecting the use of cameras. 
Are they permitted to take cameras up to the job? 

Colonel SoLomon. The contractor was informed at the start of his 
recruiting program that they would not be permitted to take cameras 
to the—the men would not be permitted to take cameras to the job 
site, 

Mr. Rice. Well, did it happen that some men took cameras ? 

Colonel Sotomon. I believe that is correct. 

Mr. Rice. What happened? Were they taken away from them or 
permitted to keep them / 

Colonel Sotomon. They were permitted to keep them. However, 
although they were permitted to take pictures, those who had cameras, 
it was the distinct understanding that film would not be developed 
on the job site or shipped out of the job site. 

Mr. Rice. That is they were, the employees were, asked not to 
do that ? 

Colonel Soromon. They were told not to do it. 

Mr. Rice. Toid not to do it. They were permitted to send packages 
or mail home ? 

Colonel Sotomon. Yes. 

Mr. Rice. And were those packages or mail screened or censored 
in any way ? 

94341—52——10 
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Colonel Sotomon. They were not. 

Mr. Rice. The conclusion would be that if an employee was so dis- 
loyal as to breach that agreement and send a roll of film or send in- 
formation home in a letter or possibly from home to a foreign country, 
to a foreign agent, that it would be entirely possible under the censor- 
ship arrangements for that to occur, would it not / 

Colonel Soromon. That is correct. However, sending film through 
the mail is a rather difficult proposition. 

Mr. Rice. That might be a matter of——— 

Colonel Sovtomon. Well, film in rolls; it would all be in rolls. 

Mr. Rice. During World War II, we ran into some things they call 
microdots. You could put half a dozen of them under a postage stamp. 
It would not be too difficult. 

Now, then, there was some discussion about some articles appearing 
in the paper mentioned by Mr. Schoenborn, and then again we have 
a clipping from the Christian Science Monitor at Boston, Mass., on 
November 2, 1951, °U. S. Air Base Takes Form in Greenland.” Have 
you seen nie ¢ 

Colonel Sotomon. I believe I have. 

Mr. Rice. And it has a map depicting the top of the world, with 
a notation, and talks about this base located at Thule, near the en- 
trance to Smith Sound, and talks about a 10,000-foot hard-surface 
runway, and about the force of jet fighters and B—36 bombers that are 
expected to be there, and is bylined by Capt. Frederick L. Oliver, 
United States Navy, retired, in the Christian Science Monitor. 

And there were other articles appearing, partic ‘ularly in the Takoma 
Park Journal, Takoma Park, Md., on November 7, 1951, I think you 
may be familiar with that, and which discussed the project and the 
work of the Corps of Engineers near the North Pole in some detail. 
The article was by John W. Coffman. 

In the Washington Post of October 13 there was an article stem- 
ming from the Herald Tribune Bureau together with a map depicting 
the location of a base there. 

As a result of those press releases relating to the job, did you or 
Major Hamilton take any action with respect to down grading the 
job, or at — the job site location, from a restricted basis to effect 
a savings in whatever the cost of restricting the job is—we take it 
that caning a job means you have to take certain prec autions, 
such as the hiring of guards, such as the Pinkertons and others, 
around there. 

Now, as a result of those articles, was any action taken looking 
toward down ¢ grading that job so that the loc ‘ation would be open, 
at least / 

Colonel Sotomon. Well, the classification of the project is not a 
function of our office. It comes from the using service, and the action 
to down grade it would have to be taken by the same people who 
set the classification. 

Senator Jounson. The answer to the question then is “No,” You 
have not? 

Colonel Soromon. Yes. 

Mr. Rice. But at the same time you are the person who is O. Keing 
or authorizing expenditures that it costs to keep that job classified, 
restricted ; is that not correct ¢ 

Colonel Sotomon. That is correct. 
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Mr. Rice. So that every time—I think it is $1,600 a month for the 
Pinkertons—when that bill comes through you say, “All right, pay 
that.” even though you yourself may feel th: it there is no secret; that 
Moscow Molly knows where it is; and that the newspapers know 
where the job is; and probably some foreign powers know where it is. 
Does that suggest or did it suggest that you should take that up with 
the powers that be who ¢ lassify the job? 

Colonel Sotomon. No; it did not. 

Mr. Rice. It did not oceur to you. 

Do you know whether you or Major Hamilton took the trouble to 
advise Washington that these articles were appearing / 

Colonel Sotomon. Well, I can answer that. The Takoma Park 
Journal is published just outside of Washington. Both Major Ham- 
ilton and myself were at Bluejay at the time. 

Mr. Rice. Yes. 

Colonel Soromon. So that we didn’t see it until some time after 
it was published. 

Senator Jonnson. Is this a fair summary: The Bluejay job has 
been described and pictured in the Takoma Park Journal and the 
Washington Post and the Herald Tribune and the Christian Science 
Monitor, and Moscow Molly is broadcasting to them the poopie on 
the job. That is the testimony before the committee up to this point, 
is it not 4 

Colonel SoLtomon, That is the testimony: ves, sir. 

Senator Jounson. Do you disagree with any of it? 

Colonel Sotomon. Well, there is a considerable difference between 
saying that a thing is in Greenland or that bases are being rehabili 
tated in Greenland, and pinpointing the location of an air base with 
sufficient information to be of value to some opposing power. In 
most of those matters that you refer to, there is a certain amount of 
missing information, 

Senator Jounson, And that is what you are paying these guys 
S1.600 a month to ouard ? 

Colonel Sotomon. No, sir; we are paying—— 

Senator JouNnson. For that information that has not yet leaked ? 

Colonel Soromon. We are paving the guards $1,668 a month to 
guard that information which the regulations require be guarded 
for a job which has the classification that this job has. 

Senator Jomnson. Well, would you recommend that the classifica- 
tion of this job be continued in the light of the testimony before this 
committee and the information you have ? 

Colonel Sotomon. IT would recommend that it be down-graded to 
whatever classification is required to properly protect the interests 
of the United States. 

Senator Jounson. And you have no opinion on 

Colonel Sotomon. But the location has already down-graded to 
restricted, sir, from secret. 

Senator Jonunson. But you still are paying these people $1,600 a 
month, and vou think that is necessary ? 

Colonel Sotomon. I might explain that a little more. The men are 
being paid $1,668 a month, not to safeguard the restricted location 
of the project, but to safeguard certain information as to the readi- 
ness date of the installation, the date of final completion, the over-all 
strategic purpose of the base, and in the opinion of those people who 
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set the classification, and in mine, as a matter of fact, that information 
is vital to the safeguarding of the United States. 

Senator Jounson. And in your opinion, as a colonel in the Corps 
of Engineers, it is essential that the taxpayers of this country pay 
$1,668 a month to protect the information ¢ 

Colonel Sotomon. Yes, sir. 

Senator Jonnson. Thank you. 

Mr. Rice. Now, you say you were up at the job? 

Colonel Sotomon. Yes. 

Mr. Rice. For a time. And without disclosing any restricted 
information, can you tell us a little bit about the weather conditions 
with respect to whether or not the weather during the working 
season was of sufficient severity at times through storms or high 
winds or otherwise to close the job down for the work? 

Colonel SoLomon. The answer is generally, “No.” 

Mr. Rice. Generally, it is “No,” and occasionally it is “Yes”? 

Colonel Soromon. Well, I might explain that. There were no de- 
lays due to weather so far as the work was concerned that we had not 
foreseen. They are not delays in the true use of the word “delay,” 
but we had foreseen and knew from the weather records for the loca- 
tion that at certain times of the year it was impossible to work outside. 
Our plans were made accordingly, so that you might say that the 
answer to your question is “No.” 

Mr. Rice. You knew, then, that there would be a season when it 
would be impossible to work outside as a seasonal proposition ? 

Colonel Sotomon. That is right. 

Mr. Rice. During the time that you figured that you could work 
outside, did you anticipate weather conditions then which would 


occasionally shut the a down for as much as 2 or 3 days at a time? 


Colonel Soromon. We thought there might be such cases. As it 
turned out, there were not. 

Mr. Ricr. There were no times when the job was shut down due 
to the weather / 

Colonel Sotomon. None, to the best of my recollection. 

Mr. Rice. Are you sure about that? I could be wrong, but I 
thought you told us the other day there was a time when there were 
2 or 3 days up there when bad weather caused the 

Colonel Soromon. If you will recall I told you the other day there 
were 2 or 3 days when the weather was bad, and it slowed down the 
outside work, but that came at a time of the year actually when we 
had not figured on working outside. We were still going ahead 
because the weather conditions had been better than we had figured. 

Mr. Rice. Was the weather sufficiently severe or the winds high 
enough to be the cause of wrecking of airplanes on any occasion ¢ 

Colonel Soromon. It seems to me that there was a high wind around 
the 28th of November that damaged several airplanes to the point 
where the Air Force personnel involved were not willing to let them 
fly. The extent of the damage to the plane I can’t tell. 

Mr. Rice. Were these planes that were damaged on the ground or 
coming in for a landing ? 

Colonel Soromon. As far as I remember they were damaged after 
they landed. One of them was in the air at the time of the storm. 
This storm started—— 
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Mr. Rice. Such a high wind, in other words, sprang up that it 
damaged the plane so that it could not be used ? 

Colonel Sotomon. For a short length of time; I don’t know how 
long. I might say that that wind started about 11 o’clock at night. 

Mr. Rice. Do you have any questions, Senator? 

Senator Hunr. Colonel, if you feel it is safe to do so, tell me about 
the number of working hours per day of this project. 

Colonel Sotomon. The normal workday was a 10-hour day, sir. 

Senator Hunr. If you had daylight that extended 24 hours around 
the clock. 

Colonel Sotomon. Well, I did not make myself clear, excuse me. 
It was a two-shift 10-hour day, 20 hours a day. 

Senator Hunt. I see. 

One other question, Colonel. How many men do you have, how 
many Pinkerton detectives do you have, down at 61 Broadway? 
Your total expenditure is $1,668 a month. 

Colonel Soromon. We have an around-the-clock guard, two in a 
shift, 12-hour shift. 

Senator Hunr. I think that is all. 

Senator JoHnson. Any other questions ? 

Senator Stennis. I believe not. 

Senator Jounson. Thank you very much, Colonel. 

The next witness will be Mr. John A. Finneran, executive secretary 
of the National Council of Private Employment Agencies. 

Mr. Finneran, I have gone over with the committee this outline of 
the proposed statement, and if you will stay within the limits out- 
lined there the committee will be very glad to hear it. Without ob- 
jection, we will incorporate in the record your proposal for the solu- 


tion of the problem of providing manpower for war industries. 

I have briefly reviewed that proposal with considerable interest, and 
I know the committee will want to give further study to it. 

Will you raise your right hand, please. Do you solemnly swear 
the testimony you will give this committee will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Finneran. I do. 


TESTIMONY OF JOHN A. FINNERAN, EXECUTIVE SECRETARY, 
NATIONAL COUNCIL OF PRIVATE EMPLOYMENT AGENCIES 


Senator Jounson. If you will just proceed with your statement. 

Mr. Finneran. My name is John A. Finneran. 

This is a proposed statement to the Armed Services Committee of 
the United States Senate. 

Why private employment agencies excel as mediums of employ- 
ment, and why they are enthusiastically cebimeted by the public: 

A. An employment agency is a central bureau—a market place— 
where many ‘jobs are listed for the benefit of applicants ond where 
many applicants are assembled for the benefit of employers. 

Applicants of character, background, experience, and ability are 
rare ly without employment. They have no idea where the most de- 
sirable jobs are, and can afford ne ‘ither the time nor the effort to look 
for more desirable connections. In a time of full employment, it is 
especially important that man-hours should not be wasted in job- 
hunting by employable workers. 
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B. The seasoned private employment agency counsellor does not 
simply receive job applications and orders. He assists the applicant 
in preparing his résumé and stating his qualifications effectively. 
Being a third party, he can without embarrassment bring out the 
qui alific oe and abilities of men who have neither the personality 
ma the “front” to adequately represent themselves to employers. 

The employment agency maintains a confidential relationship 
bots with the applicant ‘and with the employer. The employee re- 
ceives a confidential and impartial appraisal of his qualifications 
and aptitudes, which is especially Tmportant to him because he 
frequently does not wish his present employer to know he is in the 
market for a new position. At the same time the privacy of the 
employer is protected in the selection of new personnel. 

I] What is the incentive of the private employment agency to per- 
form ¢ 

A. The private employment agency is under the compulsion to give 
exceptional service to both app Jicants and employers in order to sur- 
vive. His suecess depends upon his retaining employer confidence 
and employee satisfaction, over a long term. His immediate fee 
depends on his ability to obtain the highest possible salary for the 
employee consistent with market conditions. 

B. Applicants placed in responsible positions often return to the 
employment agencies as clients. From personal experience they 
have been able to judge the thoroughness, dispatch, and capacity of 
the agency. 

C. ‘Tf the employment agency fails to produce ~ job—then re- 
gardless of what effort the agency may have spent, or to how many 
positions the applicant may have been referred, the ‘apelin pays 
nothing. The applicant is offered the benefit of a wide selection of 
job offerings, and is at liberty to accept or reject them. 

The greatest single asset of the private employment agency is the 
good will of ap yplicants — employer clients. Once this is lost, for 
any reason, he is out of business. Competition has forced speciali- 
zation by employme nt agencies, and they build or lose their reputa- 
tions by the character and caliber of service that they render in such 
specific fields, both to the applicant and the employer. The majority 
of job holders in specialized fields are well acqui Linted with the char- 
acter and reputation of the employment agencies serving those fields. 
If they are unsatisfied by the performance of one agency, they can 
and do exercise their right of choice—and they also spread the repu- 
tation, good or bad, of an agency among their friends. 

III. How does the private employment agency benefit the em- 
ployer? 

A. The services of private employment agencies cost the employer 
nothing. They receive the benefit of extensive recruiting campaigns 
without the nec essity, in the great majority of cases, of Mnaintaining 
large and active personnel departments. During 1951 the private 
agencies placed 1.234.977 lines of advertising in five New York news- 
papers alone (in the employment agency classification). Their total 
advertising is much greater. 

B. Through years ‘of contact, employers know that private employ- 
ment agencies are familiar with the qualifications, background and 
experience required for specific jobs within their organizations. They 
trust the agencies to do the screening of unqu: alified applicants which 
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would take a large staff and an extensive recruiting campaign and 
processing set -up. 

C. Private employment agencies regularly bring to the attention 
of employers applicants of outst: anding qualifications in their par- 
ticular field. This service is especially valuable to employers when 
employment conditions are tight, and to applicants when jobs are 
scarce. . 

DD. At the expenditure of millions of dollars by private employment 
age neies over the years, the V have established files of incalculable 
value to private employers, "These files contain the complete employ- 
ment records of the most desirable employees in every field. 

IV. How does the private employment agency benefit the govern: 
ment ‘ 

A. To deprive Government departments and Government con- 
tractors of access to this source of recruitment, and to the files referred 
to above, would be forcing an unnecessary hardship and inconvenience, 
delay and expense at a time when these are desirous to the Government. 

B. Private employment agencies save the Government millions 
ot 

Senator Jounson, You mean disastrous to the Government; you 
do not mean desirous to the Government. Sometimes it looks like it 
is desirous, but it is not. 

Mr. Finneran. Thank you, Mr. Chairman. 

Private employment agencies save the Government millions of 
dollars in advertising costs and untold millions in screening and 
processing of applic ants for defense industries. 

According to the license bureau of the city of New York, there 
are over 1,100 individual licensed private employment agencies in 
the city of New York alone, with a total overhead including payroll, 
advertising, rental, and other expenses of over $13,500,000 per year. 

Using this figure as a low estimate, the duplication of private em- 
ployment agency facilities by a public agency would cost the Govern- 
ment an additional sum of at least 10 times this amount, or $135,- 
VOO.000., 

At present, the facilities of the private employment agencies cest 
the Government nothing. Certainly it would be illogical not to use 
their services to the utmost. 

Senator Jounson. Why would it cost the Government 10 times as 
much as it costs the private people / 

Mr. Finneran. | am talking about if the services were duplicated 
all over the United States, Mr. Chairman, the services in New York 
were duplicated all over the United States. 

V. What about private employment agencies and overseas con- 
struction / 

A. It seems a safe assumption that the majority of the malcon- 
tents, sightseers, tourists, and others who have broken their contracts 
with construction firms, as revealed by this inquiry, have not been 
recruited through employment agencies. Employees who have paid 
a fee for their job have a financial interest in the job. 

Lb. In view of the enormous costs to the Government of recruiting 
a single worker, as revealed by this inquiry, millions of dollars would 
be saved by the Government if all recruiting were done through private 
employment agencies—and if the facilities, abilities, and years of ex- 
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Tee of licensed private employment agencies were utilized on all 
defense and Government projects. 

We would also like to present practical suggestions for extending 
the length of service of those employed for overseas work. At the 
same time, we would like to present for the record a program which 
the National Council of Private Employment Agencies prepared for 
the consideration of manpower authorities, as an example of the desire 
of private employment agencies to extend their services in the solution 
of the war manpower problem. 

Justice Oliver Wendell Holmes stated that “competition is worth 
the price we pay for it.” We believe that private employment agencies 
are among the facilities that preserve the opportunity of every Ameri- 

can to seek a job of his own choice, to move freely in the employment 
market, and to select his own employment channel. We believe that 
in the final analysis it is the applicant who should have the right to 
the final decision as to whether or not he will pay for the better 
services that he receives from a private employment agency—or 
whether he will use some other employment channel. 

Senator Jounson. Thank you very much, Mr. Finneran. Your 
proposal that is appended to your statement will be made a part of 
the record. (See appendix C.) 

Senator Jounson. Any questions by committee members? Senator 
Hunt ? 

Senator Hunt. I would like to ask just one question. Do members 
of your organization also belong to the National Employment Board ? 

Mr. Frvneran. Some of them. 

Senator Hunr. I take it that the two organizations are very 
similar. 

Mr. Frnneran. That is right. 

Senator Hunt. That is all I have. 

Senator JoHnson. Counsel ? 

Mr. Frnneran. If I might make one observation, Mr. Chairman: 
You will be interested to know that when this adverse publicity came 
out about the conditions overseas we felt that it was casting undue 
reflection on 99 9%o9 percent, like Ivory soap, of the employment 
agencies in New York, and if there was one-tenth of 1 percent wrong, 
that the party who was making the blasts in the paper, if he was sin- 
cere, could go down to the license commissioner and see to it that 
effective measures were taken to eliminate those abuses. 

But instead of that he harmed the whole set-up and made it difficult 
for everybody by beating his own breast and not taking the action that 
any good citizen would have done if he had specific instances of fraud, 
deceipt or deception on the part of any agency, and he could have 
gone right to the license commissioner of the city of New York and 
put him out of business. 

Senator Jounson. Thank re for giving the committee your infor- 
mation. That is unsolicited, but it is in the record. 

The committee will take a recess now for about 10 minutes. 

(Short recess taken.) 

Senator Jounson. The committee will come to order. 

ew next witness is Maj. Gen. G. J. Nold. General Nold is Deputy 

iief of Engineers, Departme nt of the Army. 

Gener: al Nold, will you come forward, please, and will you raise 
your right hand. Do you solemnly swear the testimony you give this 
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committee will be the truth, the whole truth, and nothing but the 
truth, so help you God? 
General Noup. I do, sir. 


TESTIMONY OF MAJ. GEN. G. J. NOLD, DEPUTY CHIEF, CORPS OF 
ENGINEERS 


Senator Jounson. General Nold, were you present at the committee 
hearing yesterday and today ¢ 

General Noup. Yes, sir. 

Senator JonmNnson. You have heard all the testimony presented ? 

General Notp. Most of it, yes sir. 

Senator JoHNsON. General Nold, the committee has made some pre- 
liminary inquiry into the cost and procedures and problems connected 
with overseas construction. I know | speak for all the committee 
when I say that we have had rather intimate experience with the very 
fine organization that you serve and the great work that it has done 
for our Government and our country. + 

There are several items that have been brought out during the 
2 days of testimony and I know you will want to see that responsible 
people give personal attention to them. 

The committee has attempted to develop all information possible 
in connection with alleged waste that takes place on any construction 
job. Some of us have had personal experiences on personal jobs 
with our own money, and as we reflect and review what has taken 
place and the expenditures that we have authorized, we know we 
could all look back better than we could look ahead. 

l am sure that that is true with most of the construction jobs that 
are undertaken. 1 believe, and I am sure the committee believes that 
the Congress has no mortgage on patriotism or economy or antiwaste 
attitude, and that the Corps of Engineers and the responsible officials 
of our executive department are as interested in finding the proper 
solution and decision as we are. We want to do those things together. 

One way of determining what should be done is in studies similar 
tothis one. We found the Secretary of the A rm, the Chief of Eng'- 
neers, and others in your organization very amenable to suggestions, 
and always willing to explore and discuss remedies for any imperfec- 
tions that may develop. 

I should like to enumerate before vou leave some of the things 
which we would like you to consider. By potenenins these things 
specifically we do not mean that your policy should be changed or 
the decisions you have made sho iid be re volta But we do feel that 
you should ¢ alinly review the testimony in the light of the information 
we have today. end determine os our Saheaie policy should be in 
connection with some of these things that appear to promote waste. 

The first thing I would like to call vour atte ntion to is the desir- 
ability of advertising, along the lines of the article we have seen in 
which a contractor advertised in an Alaskan newspaper for workers 
on i project. 

Another thing we think 1 ort] of attention is consideration of 
the possibilities of a medical ex: uni ation of these men, and whether 
or not the Federal Government has facilities available, whereby the 
examination could be conducted more economically. 
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We think some consideration should be given to the advisability of 
reviving the screening board. d 

We think some attention should be given, as Senator Hunt sug- 
gested from the bench yesterday, to checking the fingerprints. If 
fingerpr ints are going to be made and we are going to the expense of 
obtaining them from individuals, we think they serve very little pur- 
pose In some contractor's files. If it develops that it would not be 
too expensive or take too long, it mnight be desirable to send them to 
the FBI and get a report back on them. In that way we might elimi- 
nate the necessity of holding up planes going to supposedly secret 
projects and ts aking bank robbe ors off of them. 

We think that the committee will want to give some attention to 
the pay differential that is causing this competition in the labor 
market. 

We would like for you to consider the uncollected terminal defi- 
ciencies, that is, situations where a man did not have enough money in 
his travel account to pay his return. What steps should be taken to 
see that that money is returned to the Government? The problem was 
illustrated by the Bragdon incident referred to obeden 

We should like for you to consider the police y of these contractors 
hiring men through agencies such as the Capell Agency. We should 
like for you to consider the excessive Christmas lay-offs referred to 
by a witness yesterday—whether they may be excessive or whether 
they may not be enough. The committee is not determining these 
things. 

We have confidence in the Corps of Engineers. We realize they are 
human just as we are. ,We want you to review all these things that 
we have outlined in an at tte mpt to see if you can make some constructive 
suggestions to the committee prior to the time that we reach our con- 
clusions and make our recommendations. 

We would like to have some information—we realize it is classified— 
on the percentage of completion of the two projects that we have dis- 
cussed, the estimated cost of those projects with particular reference 
to revisions that have been necessary, and abandonments that have 
taken place on certain parts of that work. 

We are told that considerable waste has occurred because of inade- 
quate and imperfect or mistaken engineering in laying out some of the 
sl rips. 

We would like to have a study made in that respect some time in 
the next few days, and that information should be submitted to us so 
that we can determine what further hearings may be necessary in 
Washington before the committee reaches its conclusions. 

Now, in a hearing of this kind there are always questions asked and 
statements made based upon the testimony of the moment, and when 
it is all put together and deliberated over, it may lead to a judgment 
that is not indicated at the time the testimony is presented. I know 
that is true so far as the chairman is concerned, and I am sure it will 
be true so far as the official representatives of the Corps of Engineers 
are concerned. 

I should like to know whether in your judgment you feel that we 
Members of Congress should ask the taxpayers to continue to make 
payments of $1,600 a month to the Pinkerton guards up here in the 
local office of a project that has been as widely publicized as the project 
involved in this hearing. 
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We think that maybe we are a little closer to the people. When 
we get through with our little 15- or 20-minute speeches home during 
: recess of Congress, and when they start asking questions, it might 
be a little difficult for us to justify some of these excessive amounts 
in stand-by pay. I know you do not want to embarrass Congress any 
more than Congress wants to embarrass the engineers, and I am not 
asking you to explain these things or to justify them. But I do want 
to lean’on the very wide and patriotic experience and record of the 
Corps of Engineers and get their constructive suggestions before we 
reach a decision. 

According to the testimony of Colonel Solomon, this is a new ven- 
ture, so far as he knows, and I know he is a man of wide ex ‘perience 
in the construction field. I should like to have your personal reactions 
as to whether or not we acted wisely in providing for this stand-by 
pay. I should like to know if it has worked out well, whether it was 
necessary, and whether it would be tried again. Please give us your 
recommendations on that specific phase of this matter. 

I would like to have your comments not in the form of an explana- 
tion, because you are not a defendant here. You are just an arm of 
this committee, and an arm of the’Congress, doing as best you can, as 
intelligently as you,can, what we have asked you to do. But I should 
like to have your opinion on the recruiting costs and the wide variance 
in those costs. Some run as high as $1,000 a man, and some as low as 
three or four hundred. It may be that three or four hundred dollars 
is too low, and that a thousand is too high, or it may be, as it is some- 
times with certain bureaus, that you have done it exactly right, and 
there is no way to improve on it. 

Those are the things that the committee wants you to consider. 
Take the record and study it, take the figures and the costs and the 
estimates that your people in the field and the district office made, and 
go over them. 

It seems to me in a critical time like this, when we are drafting our 
18-year-olds, when we are considering a program of universal mili- 
tary training that will require every youngster in every home to de- 
vote a period of service to the Government, that good, intelligent, 
conscientious men ought to be able to evolve some sort of system that 
will minimize the number of resignations on a project like the North 
African job. 

Here in a period of less than a year, we had 1,174 resignations of 
men who left the job, because according to testimony yesterd: ay the sy 
were unsuited to it. I think there were only eight deaths. T think 
most of them just quit their Government after serving it at very sub- 
stantial pay, in less than 8 months, 

That is not a good record for most of those men; that is not the type 
of record that their boy is going to make in the service. He is going 
to have to go in there and stay a minimum of 24 months. It seems to 
me that men drawing as high as $8 an hour, $12 for time and a half 
overtime, witha regul: wr lowest rate, I think, of around $3 an hour, and 
time and a half for overtime, ought to give some thought to the obliga- 
tion they have to that Government and to their country. Maybe we 
ought to spend some time pointing out that obligation to them, be- 
cause that 1s a pretty excessive drain on the taxpayers when 25 percent 
of the men on the job come back in less than 8 months, especially when 
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it has cost us some seven or nine hundred dollars per man to get them 
up there. 

Now, you are not responsible for that situation any more than I am. 
You would not be building the job if we had not felt that it should be 
done, and we had not authorized it and had not asked you to help us. 

I do not want anyone to get the impression that the Corps of Engi- 
neers has tried the private services, and the public employment serv- 
ices, or that individuals are going to be brought in here and placed at 
a disadvantage and asked a ‘lot of questions “that have no bearing on 
the problem we are discussing, and be humiliated and tried and con- 
victed without knowing why they were even accused. 

We make some mistakes. Sometimes it is not quite clear to every- 
body why we are pursuing a certain line of questioning. Sometimes 
it is not quite clear to us why we are doing it, but it is a mistake of the 
head and not of the heart, and the only purpose this committee has 
to serve is to contribute whatever it can to eliminating whatever waste 
it can find, and I know that you are as interested in doing that as we 
are. 

I have made my little speech as kind of a closing statement, but I 
wanted you to understand—the public does not receive well this testi- 
mony about a potato-chip man occupying a responsible position, who 
had no previous background for it. The people do not receive it very 
well, and it causes them to lose confidence in some of our operations. 

These boys that take 2-month trips and come back owing the Gov- 
ernment money also tend to discourage the people in the support of 
their Government. 

So we want you to look into those things and make some construc- 
tive suggestions tous. Try to, if you can, just say, “This is my private 
job and Lam going to h indle the t: ixpayers’ money like I would handle 
my own money,” and see if we can’t effect some savings; see if we can- 
not prevent a reoce urrence © f advertising in the Alaskan newspaper ; 
see if we cannot work out an arrangement to get these men across more 
quickly ; see if we cannot collect the money on the Bragdons and the 
rest of them that have not been paying; see what ought to be done in 
all these fields 

That concludes my statement. I would be glad to have any observa- 
tions that you care to make at this time. 

I want to announce that the committee e xpects to recess in a few 
minutes. If there is anyone here who feels that there has been any 
thing said or done unjustly reflecting on him and who has any state- 
ment he wants to offer for the record, the committee will be glad to 
consider it 

We appreciate the cooperation of all you, and we are going to have 
this record transcribed; we are going to meticulously examine it; we 
are going to carefully oat berate over it, and then we will decide on 
the future course of the ] hearings, and probably ultimately set down 
the facts as we believe ‘yen to be, the conclusions th: al we think those 
facts justify and the recommendations that we think are incumbent 
upon us to make. 

General, if you have any observations you would care to volunteer, 
we would be glad to have them. If not, we will ask the committee to 
proceed with the examination. 

General Notp. I would be ple ased to, Mr. Chairman. 
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However, first I would like to ask a question in respect to procedure 
here, if I may. May we have a copy of the record to comb through it 
in connection with our reply? Will there be sufficient time—— 

Senator Jounson. Certainly. You will be supplied several copies 
of it, one for your Washington office, if you want it, and a copy—— 

General Notp. That will help us in expediting the work. 

Senator Jonnson. And you may send it to the district people. I 
think I have some understanding of the difficulties of your organiza- 
tion. Maybe it will go right to your project site. 

General Nouv. I think if I understood the chairman correctly, that 
there is some question which has been raised in testimony or in papers 
before you in respect to imperfections of work for faulty engineering 


. 


or abandonment of work. 

I am a little at a loss to know to what you refer. Will we be able 
to check up on it? 

Senator Jounson. The staff will be anxious and willing and even 
eager to explore that situation with you. I think they have already 
done so with some of your subordinates, and with the Air Force, 
particularly as it relates to certain air strips that were tentatively 
laid out. Certain construction funds were spent on these strips and 
they found that it was not advisable to go ahead, and they abandoned 
it. 

General Notp. It leaves me at a loss. We will need to know some 
further data on that. I may wish to reserve that, Mr. Chairman. 
I would be glad to proceed in the interest of expedition here. 

Senator Jounson. Here is a memorandum from a member of the 
staff: 


Re underwater landing fields in north Africa, abandoned installations, ete. 

There has in fact been an installation worked on by Corps of Engineers which 
Was subsequently abandoned in late summer of 1951. The installation was at 
Mac-Reb-El-Ksiri. This installation was proposed by the French, evidently 
accepted by the Air Force, and work was begun. Site teams and studies had 
been completed, and a construction camp was erecte:l prior to the time a decision 
to abandon it was made. They had even gone so far as to work out a landing 
strip with a bulldozer path. 

This installation was 25 miles from the sea and there was flowing nearby the 
Sabeu River. Maj. Gen. Archie V. Old, commanding general, Fifth Air Force, 
Visited this area during the summer of 1951 and decided that there was acute 
danger of flooding of the landing strip and parking areas at this field and there- 
fore decided to abandon the installation. Evidently heavy rains did overflow 
the banks of the Sabeu River and flood out the landing strip and parking areas 
While no confirmed reports were available, Air Force personnel seem to think 
this may have occurred during the heavy rains in the fall of 1951. 

Some Air Force people seem to think there were other considerations which 
dictated the abandonment of this site, such as uneconomical cut and fill work, 
excessively high costs incident to expanding the field, and later difficulties with 
French authorities regarding construction here. 

On August 22, 1951, General Old directed q telegram to Headquarters, USAF, 
saying that there was in the project at the time of abandonment approximately 
$103,000. He further stated that of this amount very little can be salvaged. It 
is doubtful, on the basis of talks with Air Force people, that this cost at all 
included primary surveying, architectural work, studies and surveys, man-hours, 
labor costs, or any of the other such costs. It is thoucht that the $108,000 was 
computed only for actual materiais put into the site and left there. 

At the Naurassour installation, work had progressed to a point where a partial 
runway and aprons were available when a ground failure occurred on the parking 
apron, It seems that a heavy flash flood caused the supporting construction 
lavers to give Way and the apron to settle somewhat. Officials on the spot have 
described this failure as a million-dollar failure. This figure is thought to be 
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based on only the repair cost and does not include work already done, This 
failure evidently occurred sometime after December 5, 1951. Details are that in 
the haste to get the apron ready they laid down one layer of base core, didn’t 
vet the water protective top on soon enough, and the failure then occurred, The 
Air Force describes this as a construction failure, although they conceded in 
part that faulty engineering may have been partly responsible in not providing 
suitable base for the runway nor protection against heavy rainfall. Water evi- 
dently pooled up on the apron so that it weakened the supporting structure, 

At Sideslamain a similar failure occurred, though not of such a large pro- 
portion. The Air Force would give no figure as.to the cost of this failure but 
allowed me to estimate it at about $150,000. This failure evidently was caused 
by heavy water flow and occurred when a 200-ton roller used to Compact material 
was on the taxiway. 

On the matter of wind velocity being dangerous to flyers, the Air Force ad- 
mitted that runways were laid down cross wind to prevailing wind currents. 
They do say that prevailing winds are under 12 knots, and therefore should not 
have any effect whatsoever on heavy bombers or heavier ships. They also say 
that lighter aircraft can get into these fields with the cress winds without exces- 
sive risk. They point rather proudly to the fact that this was done intentionally 
because during winds of high velocity the runways are straight up and down 
wind, so that when winds of dangerous velocity occur, aircraft will be coming 
in in the safest manner. 

In regard to Bluejay, I talked to the Air Force installation officer in charge 
and he reports that the airport there is fog-bound less than 5 percent of the 
time, and that once only every 2 years is there a wind of velocity to make the 
field inoperable. 

All the above information comes from the Air Force Office of Installations. 
The Corps of Engineers had a man present but he contributed nothing. 

Now, that is a staff memorandum. That is not the opinion of the 
committee. We realize it needs considerable further study. For that 
reason we want to get any contribution you May care to mi ake. 

General Noup. I will be very glad to, Mr. Chairman. We had 
heard of this review. We will be very glad to reply to that. I think 
that those questions and answers were not deduced from our organ- 
iZation. 

In passing, it might be interesting to know that on this job that you 
were just discussing, the so-called Atlas job, we have e xplored in some 
detail some 75 sites. We endeavor to give the best engineering advice 
of which we are capable as to the pros and cons of a particular field. 

Frequently, however, there are overriding conditions that make i 
proper to ignore recommendations. 

The question of land in that area is acute, as vou may know, and 
some other locations, without the slightest doubt, were dictated by 
what they could get; so we will be glad to answer that in detail. 

I observe that the committee seems to be concerned in respect to 
classification of these jobs. We do not classify any of the jobs. That 
is done by the using service or by their higher authority. 

Now, we do endeavor to kee p their cl: issification practic ‘al. It is an 
expensive thing to try to construct work even in the United States 
under a classification. It does not make much difference whether 
it is confidential or secret or some other classification; it all requires a 
rather extraordinary procedure. 

It cannot be very effective unless there is a censorship of some kind, 
and we do not have a censorship in this country. 

Some elements probably are practical to keep concealed, but even 
without a censorship they must be minor in character 

Now, the question was asked of one of our Corps of Engineer wit- 
nesses as to what we did about these things. At the field level they 
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vecasionally make recommendations to headqu: ters, Corps of Engi- 
neers, where they find they are h: andicapped in doing work because 
of heavy security classifications, but we constantly periodically and 
irregularly make inquiry, both formal and informal, as to the prac- 
ticability of cutting down the classification of jobs, either elements 
thereof or otherwise. 

We find it difficult, for example, where the budget book is classified, 
we find it difficult to put that to work in the field. The field is handi- 
capped in dealing with prospective contractors and architect-engineers 
so that preliminary work may be done. 

The question was raised as to the desirability of passing these 
fingerprints on to the usual FBI channel. I have never questioned 
but that we would get a rapid response in the case of an individual 
where we had some reason to inquire into his past. However, in 
connection with each of these jobs that were under discussion, inquiry 
was made through the channels which we must operate as to the 
practicability of having those handled in a reasonable time. There 
was no such prospect. 

Senator Jounson. Would you want to conclude, then, General, 
is the committee to understand, that in the hght of your simeciance 
it would not be practicable and you do not think that we should give 
any further consideration to that angle of it? 

General Noup. No, Mr. Chairman, I do not say that, but the system 
must be changed to make it practical, the system that is really outside 
of our control. 

Senator Jounson. In view of the fact that they have no check, 
then, do you think that we ought to continue to take them at all 

General Noup. | think that is now superfluous for that class of 
employee. As you know, we fingerprint recruits, but they may not 
catch up with recruits’ files for 9 months, long after they are in the 
service. [have had that happen to me time and again. 

Senator Jounson. On this specific thing I wanted you to give 
thought to it, and if your final decision was that it was impr: actical 
to check them, then I had hoped that you would say, “Well, we won't 
retain them.” 

General Noup. I understand that, sir 

Senator Jounson. Because if we cannot use them for something, 
there is no point in our obtaining them and putting them in a con- 
tractor’s file. Tam not final on that, and I do not know how the 
other members of the committee feel, but one or two things are indi- 
cated to us. If the decision to obtain the fingerprints is a good one, 
somebody ought to make a decision to do something with them. If 
it is not a good one, then we ought to eliminate the requirement for 
getting them, and just say that we will have a highly classified project 
and we will have detectives all over the fourth tloor of 61 Broadway, 
or whatever it is, watching the little widow woman who might be 
getting off the elevator. But we will not take everybody’s finger- 
prints and we will ship all these spies that want to go up there and 
we will never check them. I think that is something that ought to 
be considered thoroughly and we should have a consistent policy. Lf 
it ought to be classified, let us do it, and if it is not, let us eliminate 
all of this money that is being spent for detectives and other expendi 
tures that otherwise we would not be spending. 
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General Noip. In the cases where we do make close inquiry into the 
individual which is in the case of key personnel who have access to 
plans, the superintendents, the managers, and so on, there it takes an 
appreciable time to get those clearances. 

In our experience where the FBI comes into the picture, in reviewing 
a man’s history, the least time that we have found it takes is 60 days, 
and for some of our clearances for top secret and the like, we will find 7 
months have elapsed. 

In anticipation of certain classified work in the past fiscal year, we 
endeavored a year ago to get clearances for architect-engineer firms 
throughout the countr y in anticip: ition of that work, and with a view 
to saving time. 

All our field divisions submitted the names of firms that they felt 
might be used on some of the work. We had to call a halt on that. 
It swamped the facilities, and those clearances, generally speaking, 
were not completed short of 12 months. Consequently, there are limits 
under the existing systems in point of practicability to making these 
tests and examinations. 

The committee appeared to be interested in the wage rates. I am 
sure it will know or have understanding that we gave very serious 
attention to that in setting up these rates. The two jobs that have been 
under discussion, each had rather extraordinary character, but in a 
different way. 

The Bluejay job would not have been possible at all unless most. ex- 
traordinary attention was given from the day it was initiated until 
the end of the season. We were threatened weekly with a failure of 
not being able to build it at all. Our entire field organization was used 
in some capacity during that planning and operational period, so when 
it comes to insurance that your employment in sufficient quantity and 
sufficient skill is available at a given point at a given time, rather ex- 
traordinary measures are necessary. 

In respect to the other job, we had dates to meet there that appeared 
to be essential to the using service. All of those things contribute to 
high costs. 

Now, we endeavored as a service to the Government and to the using 
agency to inquire constantly into the necessity for extraordinary dates 
that are put upon us for completion. If we can get modifications, if 
in the judgment of the using service it shows that that can be delayed 
a few weeks or a few months, we may be able to halve the cost. We 
endeavor to render that service. We are not always successful in 
selling our idea, and rightly so. 

I think I have no further general observations to make, Mr. 
Chairman. 

Senator Jounson. Senator Hunt / 

Senator Hunr. General, just one question: With each of the serv- 
ices in the Military Establishment having their intelligence services, 
why do we employ a private detective agency? Now, I have this in 
mind: We know it is costing us about $10,000 a year for each man we 
have in the Military Establishment, so it may be more economical to 
employ a private agency than to use our own men, is that the reason 
for the decision / 
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General Nop. Iam sure you will find it was, Senator Hunt. If we 
could have done it as effec tively and more economically we would have 
done it. that way. 

Senator Jounson. Senator Stennis? 

Senator STENNIS. | have no further questions, Mr. Chairman, ex- 
cept this: Has it come out the progress that has been made on this 
Bluejay? I have not completely understood, has it been completed, if 
that can be disclosed ¢ 

General Notp. That, Senator Stennis, is still classified. 

Senator Stennis. If it has not been closed—that is all right, just 
leave that off. 

General Notp. You will find that our classification on that job is 
broken down into about a dozen different items. 

Senator Srennis. Just leave your answer off. That is entirely all 
right. I thought it had come out, and I had missed it. That is all. 

General Noip. I might state this, that we are permitted to furnish 
this committee that class of information in closed session, in executive 
session. 

Senator JoHnson. General, that is what I had in mind in discuss- 
ing the last item in the suggestions that I made, the percentage com- 
pletion, and the total estimated cost. 

General Notp. Yes, sir; I assumed that it would cover that. 

Senator Jounson. And I am very anxious to have that, along with 
the other information. 

Senator Srennis. That is all; thank you. 

Senator Jonnson. Counsel ? 

Mr. Rice. No questions. 

Senator Jounson. Thank you very much, General. 

General, I just want to leave this warning now. We have explained 
that we have no defendant in this hearing, and certainly the Army 
engineers is not considered a defendant. So I hope that in reviewing 
these things that you will review them in the light of what we are 
going to do constructively to save money in the future, rather than 
to justify and explain a decision that may Lave been made. 

I am not interested in water already over the dam, and if we can 
evolve some plans to eliminate some of these things that the committee 
has indicated it thinks ought te be considered, why, we hope that 
you will put that in your suggestions to the committee when we call 
you the next time. 

General Noip. I will be glad to do that, Senator. 

Senator Jonnson. Before the committee closes its hearing, the 
Chair wants to make a few brief observations. It occurred to me 
that the witnesses who have testified in the past 2 days have developed 
some interesting lines of inquiry. 

A number of questions have been raised which should be answered. 
This committee has never been interested in investigating merely for 
the sake of investigating, or exposing merely for the sake of exposing. 

We conceive our function to be that of finding oe conditions that 
are impeding our defense program and then making positive recom- 
mendations to improve those conditions. 

Bearing that fundamental premise in mind, I believe that the testi- 
mony which we have heard has brought into focus the points which 
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I generally outlined with General Nold a few moments ago. I want 
to touch briefly on a few of those again. It is a repetition, “but I think 
it would be he ‘Ipful. 

First, there is a very obvious security muddle—and I use the word 
“muddle” advisedly—a security muddle surrounding the Bluejay 
product. 

If this committee did nothing else, it would perform a very valuable 
service to the Nation by merely dispelling this confusion and recom- 
mending steps to see that such muddles do not happen again. 

Here we have a situation where one branch of the armed services, 
the engineers, consider a construction project highly classified, but 
another branch of the Department of Defense, the Air Force, and 
even the Department of Defense itself, I assume from the press re- 
lease read this morning, apparently believe that there is no secret 
about this project whatever. 

Meanwhile, the United States Employment Service, another agency 
of the Government, is completely in the dark, and I can spell that 
d-a-r-k, as to whether it is hiring men for classified or unclassified 
work. It has inquired, it has received answers, but it does not know 
where it is. 

Well, I think right here and now we should serve notice on the 
representatives Of the various agencies that simply should not con- 
tinue. You cannot expect a security system to work when you cannot 
agree among yourselves on what should be secret information and 
what should be public information. 

Here you have a project described in press releases coming out of a 
public relations office, and pinpointed in newspaper maps, and yet 
the left hand is hiring Pinkerton detectives to check people before 
they let them come into the room where the central office of the con- 
tractor is located. 

The various agencies are going to have to find some means of getting 
together, because this committee is going to pound away until they do 
get together. Just incidentally, I hope we never run into a situation 
again where you tell a group of Senators that you cannot tell them 
the location of a project, on the same day that a national magazine 
appears pinpointing the project on a map. That is something that is 
a little hard for anyone to understand. 

In addition to the security muddle, there is the apparent lack of 
security that characterized the Bluejay project from the beginning. 
I cannot see the point of taking the fingerprints of all the ‘workers 
on the job, and then loading them in a wheelbarrow and filing them 
over in somebody’s office. 

There is a very reliable and very respected and very well established 
agency which keeps fingerprint records. It is the Federal Bureau of 
Investigation, which has earned the confidence of the American people 
teceey: years of hard work. 

Now, are told that any police chief in the country could get an 
answer ot them in 48 hours, but the Department of Defense in this 
Nation does not think that it can ever get an answer. 

Well, I think a conference at a very “high level—probably between 
the Secretary of the Army and the Director of the Federal Bureau of 
Investigation—is cert: ainly indicated by the testimony at this hearing. 
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Third, aside from the security considerations, there is the very great 
interest of this Nation in using our manpower and our resources ef- 
ficiently. We are living in a period of time when we cannot afford to 
waste, a period when we must declare war against waste. If we want 
to build an adequate defense, if we want to have the guaranties of our 
survival, we must make cost-consciousness a national watchword. 

It would be hard for anyone who has followed these hearings to say 
that cost-consciousness has been characteristic of all the incidents 
surrounding the employment of these overseas workers. 

When one out of four insists upon coming back to the United 
States in less than a year, then something is wrong. 

I recognize the difliculties, but Iam not one who is willing to admit 
that American brains and American inge nuity are unable to suggest an 
improvement in a situation like that. 

[ want to commend the representative of some of the employment 
agencies for attempting to make a proposal that he thought would be 
helpful. Although I am not one who believes that American work- 
ers should have to contract a 5-percenter in order to go overseas and 
work for his Government on a vital security project, I am glad that 
the reliable agencies, agencies with standards and ethics, do realize 
the problem we have. I hope that from time to time they will have in- 
formation to give this committee, and will also give the committee the 
henefit of any suggestions they may have to eliminate some of this 
waste that is occurring. 

Congress has provided an agency in the form of the United States 
Employment Service. I have seen that agency effectively function- 
ing over a long period of time, and in a very wide area in connection 
with other problems. I have not been impressed with the contribu- 
tion that has been made here in New York City in connection with one 
or two of these projects that we have considered. 

I «lo not know what causes the breakdown; I do not know whiy it is 
necessary fora reliable architectural-engineering firm to say that, “We 
can’t use the services of the United States Employment Service in con- 
nection with security projects that that same Government is paying 
for.” 

It seems to me that it is not a very great tribute to the agency when 
the te stimony is that they only hired seven or eight workers. I hope 
the Government officials who have covered this hearing will bear these 
points in mind, and make any suggestions they can to the committee 
or to their departments to avoid a recurrence. 

I hope that they will go back to Washington and consider them 
carefully. Tam convinced that we can do a real job for our country 
by getting together and finding answers to some of these questions. 

Now, in closing, I would like to thank Judge Knox, Mr. Armand 

Chankalian, Marshal William A. Carroll and Chief De puty Marshal 
Thon as Farley for their many courtesies In m: me this chamber 
available, and T want to express my appreciation for the time and 
trouble that has been taken by all of the witnesses who have appeared 
hefore the committee. 

I want to thank the press for the long hours that they have spent go- 
ing over a lot of stuff that, Iam sure, was not of great personal interest 
tothem. But still they made that information available to the people 
of this country who are the bosses of us all. 
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As long as we can proceed in a democratic tradition, as we have 
here, where the witnesses, the committee, and the employees can have 
what they say turned into an open book for all the American people 
to see, democracy will be strengthened. 

Finally, I want to thank my fellow committee members for their 
valuable contributions during these hearings. I know it has been 
difficult for them and Iam grateful. As for the loyal and intelligent 
and efficient staff, I am deeper in your debt. 

All in all, I think that our time has been well spent. I believe by 
joining hands and working together we can make this Nation stronger 
to survive against the attack that is being made on it today. 

The committee will now take a recess subject to call of the Chair. 

(Whereupon, at 11:30 a. m., the subcommittee adjourned subject to 
the call of the chairman.) 
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Although I believe that, as far as fee-charging employment agencies are in- 
volved, your committee’s interest and concern are largely confined to a citizen’s 
paying an employment agency a fee for services in placing him with an engineer- 
ing or construction company doing work on oversea Government projects and 
any abuse or waste that might result therefrom—and I shall try to confine 
myself to only those things related to that interest and concern—it would seem 
that a few of the mechanics of the employment-agency service that have not 
been covered could be reviewed with profit. 

As I stated to your committee, the time element is one of the major reasons 
why an applicant seeks the services of a fee-charging employment agency (many 
times all or part of the cost being absorbed by time saved), although there are 
other considerations. 

A man may register at a fee-charging employment agency (possibly more than 
one; there is no restriction on the number) where it is the placement person's 
duty to match men who have filed applications for employment service to em- 
ployers’ job requisitions. The applicant may elect to ask six agencies to work 
for him all at the same time. The service fee to the applicant is not due until 
an agreement has been entered into between the applicant and the employer 
whereby the applicant is to start work on a given date, the time of payment of 
the fee or service charge to be agreed upon between the applicant and the agency. 
The time allowed for making payments varies even with agencies in the same 
city. 

All applicants that apply to an employment agency for service are not un- 
employed. An applicant may be employed, satisfactorily employed as far as 
location and compensation go, but not doing that for which he is best fitted, 
that which gives him greatest satisfaction or the experience he feels he needs; 
or he may be working some distance from his home, which necessitates the 
spending of time going to and coming from the job that he could use for relaxa- 
tion, improvement, and other more constructive things; or he may have a 
job that embodies all the things he desires except compensation. He doesn’t 
want to leave his present employment until he can enter upon new employ- 
ment without loss of time. 

The fee-charging employment agency has listed numerous openings, not only 
in the city in which the agency is located but elsewhere, some outside the con- 
fines of the United States, from which an applicant may choose the kind of job 
he seeks and its location. 

At this point may I inject a truth: namely, that it costs money not only for an 
agency to make a placement but to register an applicant and to process his 
application, to get it ready for use. Then, too, where one person registering 
at a fee-charging agency may be placed in employment, three other registrants 
may not, but the cost of registering and processing the application of each 
of the other three, from which no remuneration is received, is as great as that 
of the one the agency places. There is, of course, an additional, and, in some 
ustances, a sizable expense involved in placing an applicant over that of 
processing his application. 

It is difticult for one who doesn't know what goes on in an employment agency 
when a requisition comes in from an employer to understand just how large 
a part personality and types play. Some personnel managers give as much con- 
sideration to such factors as they do to experience and education, I myself 
heard the personnel manager of a nationally known company state that the 
moment an applicant walks into his interviewing room that applicant makes 
an impression that is either positive or negative, that if the impression is nega- 
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tive, the best work and educational record in the world is not likely to get him the 
job. The personnel man in question stated that while personality was the first 
round on his ladder of selection, ability to get along with people was the second— 
a very, very important qualification. The man or woman who sits at the so- 
called placement desk in a well-organized and conducted agency should know 
what a personnel manager is looking for outside of those requirements which fall 
under experience and education. 

A misfit in any job is often as costly to the misfit as to the employer, so it is 
a part of the job of the agency that is to give the applicant service, that for which 
he pays, to place him in the right job, to mateh his qualifications to the require 
ments and opportunities of the company. <A placement person knows that an 
applicant that has been entirely satisfactory with one company would not fit at 
all in another company even though the work to be done might be the same. 

Just a further word, if I may, on collusion. Employers are ever on the alert 
to keep down turn-over. There is a definite expense to private industry, including 
contractors on Government work, in acquainting a man with the company’s 
methods, its ways of doing things from actual experience on the job for which 
he is engaged and in getting him oriented. In other words, it costs money 
for every new employee that an employer puts to work, so that turn-over is a 
costly item in any company’s overhead and something that every employer is 
closely watching. Therefore when any amount of turn-over shows up, it would 
seem that an investigation would be made by top management to determine the 
cause and that collusion would be detected were it in any way involved. 

No agency could practice collusion long and maintain its reputation. The large 
majority of agencies in this country today have been established for many years. 
The agent’s life work and a sizable investment in time and money are represented 
in that agency. An agency that loses the good will of the public, whether the 
employing or the employment seeking or both, has lost a something that gen- 
erally has taken years to build but that can be destroyed overnight, that some- 
thing called good will, which one of our well-known merchants, either John 
Wanamaker or Eben Jordan, once defined as “the inclination on the part of the 
customer to return to the place where he has been well served.” 

Should a citizen be obliged to pay for the privilege of working for his Govern- 
ment, either directly or with private industry engaged on Government work? 
No; he should not. On the other hand, provided the service the agency renders 
is of value to him and he sees no difference between paying for that service, if 
he obtains what he seeks, and paying for the same service in securing employment 
with private industry that is not engaged on Government work, should a citizen 
be deprived of the right to use a fee-charging employment agency or the Govern- 
ment be deprived of the benefits the fee-charging employment ageney service 
offers? The House Committee on the Judiciary when considering S. 15 thought 
not, for it amended the bill which forbade an agency charging a fee for aiding 
a person to obtain an appointive office or place under the United States by 
referring his name to any executive department, agency, or independent establish- 
ment of the United States in such a way as to allow the fee-charging employment 
agency to service its Government and charge a fee therefor provided a request 
for the service of an agency is made in writing by the Government representative 
charged with employing. The Senate Committee on the Judiciary approved the 
amendment to the bill, which bill had previously been passed by the Senate in 
its original form. soth the House and Senate passed the amended bill and it 
Was signed by the President. 

It would seem that to forbid a contractor from employing the men he needs 
to work overseas on Government projects through the services of a fee-charging 
employment agency does two things. First, it deprives the contractor of the use 
of a medium through which he may secure men of experience and ability, men 
who are making an investment in a job and because of that investment would 
in the ordinary run of things be more likely to stay on the job for its com- 
pletion. Second, an engineering or construction company, though doing Gov- 
ernment work, is essentially a private business. To forbid it to use the services 
of a fee-charging agency or to forbid a citizen to secure employment with an 
engineering or construction company through the services of a fee-charging 
employment agency would seem to go a little further than might be in the best 
interest of all concerned, including private enterprise. 

I have very thoroughly examined the 10 different types of Government con- 
tracts: (1) Fixed-price; (2) maximum fixed-price; (38) flexible fixed-price; (4) 
fixed-price incentive: (5) cost-plus-fixed-price; (6) cost without fee; (7) cost 
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sharing: (S) cost-plus-fixed-fee incentive: (9) cost-plus-fixed-fee with prede- 
termined overhead rate; (10) time and material; and IT find nothing in any one 
that would deny a contractor the use of the fee-charging employment agency 
service. 

What sound objection can there be to a citizen's voluntarily paying an employ- 
ment agency a service fee for placement with a private business working on an 
overseas Government project? No waste is involved. It doesn’t cost the Gov 
ernment a penny. On the other hand, the Government is benefited in that those 
who are employed through a fee-charging employment agency have been carefully 
selected and screened by trained people. 

NATIONAL EMPLOYMENT BOarp, 
Poston, Mass... January 19, 1952 
Senator LYNDON JONSON, 
Chairman, Subcommittee on Preparedness of the Armed Services Com 
mittee, Senate Office Building, Washington, D. C. 


Deak SENATOR JOHNSON : In Company with our executive secretary, Miss Grace 
©. Cooke, IT was in attendance at the hearing of the Subcommittee on Prepared 
ness, held Friday and Saturday, January 11 and 12, in New York. May I 
express at this time my thanks for the courtesy and consideration shown Miss 
Cooke and the attention which the committee paid her testimony. 

As president of the National Employment Board which represents the largest 
group of fee-charging private employment agencies in the United States, it was 
my intention to ask for permission to be heard during the course of the hearing. 
I refrained from so doing, realizing that the time of the committee was extremely 
limited. Because of this, may TI ask that the following observations and com- 
ments be considered as part of the record and taken into consideration in your 
evaluation of the testimony presented. 

I would like first to touch lightly on the testimony of Mr. James Dillon, of 
the Construction Men’s Association, This gentleman has for some months been 
conducting a campaign against the private employment services. In following 
his testimony TI could not at any time hear of any instance where a private em- 
ployment service had acted contrary to law or even unethically. The only 
verified testimony of Mr. Dillon's was in the form of letters from men working 
on overseas contracts which complained about not receiving enough overtime. It 
is my opinion that Mr. Dillon by making unsupported accusations against em- 
ployment agencies hopes to build up membership in his own organization. 

May I say at this time that the private employment agency is ene of the 
most thoroughly supervised businesses in the country. I know of no State in 
which the verified proof of charges such as made by Mr. Dillon would not result 
n the immediate revocation of an agent’s license and/or criminal prosecution 
That does not imply that malefactors do not at times enter our calling the same 
as any other profession, but the vast majority are of high moral caliber, operat- 
ing organizations with excellent reputations and built up over a period of many 
years. The licensing authorities have sufficient powers under existing laws to 
cope With any violations of regulation or statute. 

I noted with interest the testimony regarding the number of men that were 
placed by agencies in overseas construction work financed by the Government 
The principal agent engaged in this field stated that only $1 men were placed 
in that category. In view of this it would appear that the number of men 
engaged through the private employment services in this classification could be 
considered almost negligible. I do not believe that there was any evidence to 
show that the use of the private employment service in overseas placement result- 
ed in additional expense to the Government; in fact, the contrary would appear 
to be indicated, 

I believe that your committee might appreciate some comments as to the 
method of operation of the private agency and why large numbers of position 
seekers use its service in preference to the State-supported public employment 
agency. 

The private employment agent has nothing to sell but service. He does not 
receive a fee for placing a person in a position but for the service he performs 
in so doing. The applicant comes to the agent because he wants that service 
that he cannot obtain from the public agency. He knows that the agent through 
the expenditure of very large sums of money and years of time bas built up a 
clientele that permits him the choice of many varied positions. He knows that 
the agent will keep him constantly in mind and may place him in a special 
position that he has been seeking possibly a year or more after his visit to the 
agent. He knows that the agent will expend great effort to find him a particular 
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position if it is not immediately available. He is willing to pay for this service 
voluntarily just the same as a purchaser of a house utilizes the services of a 
real estate agent. 

The public employment services on the contrary cannot hope to give the per- 
sonal service of the private agent. This was brought out during the hearing 
where testimony showed that the public employment service was reasonably 
successful in those instances of bulk employment where the employing company 
utilized the public oflice’s space for interviewing. In other words, the public 
agency did little but act as an interviewing hall for the employer. On the other 
hand, the same testimony showed conclusively that this condition did not obtain 
when the employer gave job orders to the public agency and expected the public 
services to fill such orders from their files or through the expenditure of un- 
usual effort. Only 7 placements were made by the public services on over 100 
orders placed by a Government contractor having overseas work. The reason 
for this is service—both employer and employee prefer to go to the private em- 
ployment agent where service exists. The private agent knows he will receive 
no compensation unless this service is rendered. The public agent has no such 
incentive, and it is largely immaterial to him if a position is filled or an appli- 
cant placed. He has a routine job to do and he does it but he does not nor can 
he be expected to render that added effort or service that is essential to the 
success of the private agent. 

Of course if it is the intention of socializing our Government and forcing 
everybody to apply to the public agencies for job placement, then the private 
agency could no longer exist. But as long as we operate on democrati¢e prin- 
ciples, the fee-charging employment service has a definite place and a useful 
place in our democratic society. 

The value of the private employment agency to business in general, as well 
as to our Government was brought out at the time Senate bill 15 was before 
the House Judiciary Committee. This committee rejected an amendment to 
the bill which would have made it illegal for a private employment agency to 
charge a fee for securing a position with any contractor receiving financial 
assistance from the Government of the United States. I quote from House 
Report No. 784, page 3, as follows: 

“Some opposition was voiced that the scope of Government employment con- 
templated by the bill should inelude employment by private independent con- 
tractors, performing contracts with the Government. The Comptroller General 
advised that such a law might in some instances deny the contractor access 
to means normally and properly employed in the conduct of its business. Be- 
cause of this, and because in our opinion such a provision would not only hamper 
Government contractors but would also remove a legitimate field of activity from 
bona fide private employment agencies, the suggestion does not appear sound,” 

Also on page 2 of Report No. 784, as follows: 

“It was, however, persuasively demonstrated to us at public hearings, that 
quite frequently Government agencies request and need the expert assistance of 
private employment agencies to provide candidates for positions, where the 
normal Government personnel channels have failed to meet requirements.” 

The members of this association and its affiliated organizations are alarmed 
by recent press releases that your committee might possibly recommend legis- 
lation making it unlawful to pay anyone for obtaining positions on any Govern- 
ment-financed projects. In view of the tremendous scope of such projects that are 
contemplated, this would be not only a fatal blow to our calling, but would place 
an‘almost insurmountable handicap on the employer desirous of obtaining help. 
Does the committee realize that such a law would affect. directly or indirectly, 
almost every business in the country because today it is almost impossible to 
do business with an organization, be it a bank, insurance company, or manu- 
facturer, that does not in some way participate in projects that are Government- 
financed? Such a law would mean that a large corporation with a contract to 
make tanks cou!ld not nse a private agency in securing the services of a con- 
troller or chief engineer, the most likely source of supply. Nor would its bank 
be able to obtain a teller from the private agency, also its most likely source of 


supply, because the bank as a depository for the tank manufacturer might be 
considered as a subcontractor thereof. This may seem far-fetched, but rulings 
of the courts in questions relating to interstate commerce, ete., have followed 


such reasoning. 
I sincerely trust that your committee will not recommend legislation that will 
restrict the private agency from continuing to serve its Government and the 


citizens of the country 
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My association feels that our members and: affiliated organizations have a 
most useful place in our economy and that to restrict our operations would not 
only serve no useful purpose, but would have a most harmful effect on our pre- 
paredness program. 

In the event that your committee or its counsel desires any more information 
in respect to private employment agencies, I will see that it is prepared for you 
upon request. I would also be glad to visit the committee or any of its members 
in Washington if it should be desired. 

Respectfully submitted. 

DONALD G. WILMAN, 
President, National Employment Board. 


APPENDIX B 
Hon. LYNDON JOHNSON, 
Chairman, Senate Armed Services Preparedness Subcommittee. 


GENTLEMEN: It it my understanding that your subcommittee is interested in 
securing information concerning employment agencies which supply personnel on 
oversea projects. According to the definition of “employment agency” as set 
forth in the general business law of the State of New York, section 171, para- 
graph 2, ‘Anyone who attempts to procure help or employment for persons seek- 
ing employment, anyone who furnishes information as to where and of whom 
employment or engagements may be procured where a fee or other valuable 
consideration is exacted or is attempted to be collected, is considered an employ- 
ment agency.” 

Under this general business law, employment agencies are licensed and are 
required to keep certain books and records. They are allowed to charge fees 
only as set forth in the law. They are under the jurisdiction in New York City 
of the license commissioner, whose inspectors have the power to inspect the 
books and records of the agencies and who do so. Having been connected with 
the employment-agepcy business for the past 8 years, it is my opinion that the 
license commissioner in New York City administers the law in a most thorough 
and efficient manner. 

A licensed ageney cannot charge a fee of any kind unless the applicant has 
actually been placed in a position, regardless of how much effort the agency 
may go to on behalf of the applicant, such as preparation of résumés, applica- 
tions, contacting clients, ete. No fee of any kind can be charged unless and 
until the applicant accepts a position on the basis of a referral made by the 
agency. The applicant himself determines whether or not he wishes to accept 
the position. 

There is, in New York City, an organization known as the Construction Men’s 
Association, of 82 Beaver Street and with an office at 60 Market Street, San 
Francisco, Calif. I have considerable information concerning the activities of 
this organization which I feel would be of special interest to your committee and 
which has a direct bearing on the subject matter of the hearing as I understand 
it. I am prepared to support the statements about to be made with photostatie 
letters, documentary records, ete., which I will be happy to turn over to the 
committee. 

This organization filed a certificate of incorporation on May 11, 1944, under 
the membership corporation law of this State. In the articles of incorporation 
of this organization, in the second paragraph, it states that one of the particular 
purposes for which said corporation is formed is “to obtain and circulate accurate 
and reliable information as to all matters affecting its members and particularly 
With respect to employment in the construction field, both in this country and 
in foreign countries.” The president of this organization is Mr. James H. Dillon. 
The organization, on its letterhead, uses the title “Construction Men’s Associa- 
tion” and then, in small print, “In cooperation with”; then, in larger print, 
“Building and Construction Trades Department”; and then, in the largest print, 
“American Federation of Labor.” 

Prospective members are required, in order to join, to pay an initiation fee 
of $15 and vearly dues, in advance, of $10, making a total of $25. They then 
hecome eligible to secure employment information from the organization. This 
is supplied in the form of monthly bulletins listing contract awards made to con- 
struction companies and, from time to time, positions listed in the Federal civil- 
service system \ prospective member, looking at the letterhead, would be led 
to believe that the organization is, in some way, connected with the American 
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Federation of Labor. Since many men who seek employment are not members 
of a union, perhaps due to not having necessary qualifications, they may well 
feel that membership in this organization would cause them to be in an organiza- 
tion affiliated with the A. F. of L. 

On September 14, 1951, at San Francisco, Calif., at the Forty-fourth Annual 
Convention of the Building and Construction Trades Department of the A. F. 
of L., Resolution No. 4 was passed, which reads in part as follows: 

“* * * Whereas, when a representative of the Construction Men’s Associa- 
tion first appeared at the building and construction trades’ oflice requesting a 
charter, they were advised by President Gray that the constitution did not permit 
chartering such an organization.” 

Further: “* * * Cireular letters, such as the one attached, were sent out 
by the association with the misleading information. 

Further: “* * * That the delegates to this convention are opposed to this 
form of dual trade-unionism as advocated by the Construction Men’s Associa- 
tion.” 

Further: “* * * That the Construction Men’s Association does not merit 
the support of the B.ilding and Construction Trades Department.” 

The Construction Men’s Association uses a form of application for employment 
which, when filled out, asks the applicant’s full personal history, work record, 
availability, ete. This is another indication of the employment-type nature of 
the organization. In bulletins issued monthly by the organization entitled 
“What's Cooking !”, lists of contract awards appear. All members receive this 
bulletin. Those seeking employment would assume from the bulletins that 
positions are available with the contractors, when, as a matter of fact, they may 
not be at all. Although employment on oversea Corps of Engineers contracts 
is usually restricted to American citizens, people in Canada have been furnished 
the names of contractors to the Corps of Engineers and the location of confiden- 
tial base-construction projects. In one instance, Mr. Dillon advised a man in 
Canada to have someone contact a group of Corps of Engineers contractors in 
New York, and suggested he advise these contractors that he is both a Canadian 
and American citizen. ° 

Mr. Dillon has, for several years been writing letters complaining about New 
York employment agencies charging exorbitant fees for placing construction men 
on oversea jobs. Under date of March 31, 1948, Mr. Dillon caused an article to 
be written which reads in part: “Stop allowing yourselves to be sold in the slave 
market. In New York, employment agencies are known as the slave market.” 
Mr. Dillon well knows that the employment agencies are not “slave markets”, 
since he personally spent a number of years of his life in the employ of two 
licensed agencies in the city of New York. 

Reference is made in a letter in the March 381, 1948, issue of What's Cooking 
to employment agencies splitting fees with personnel managers in the employ 
of the contractors and charging exorbitant fees. Since employment agencies in 
New York City are not permitted to charge over the legal rate, [ would respect- 
fully suggest that your committee require Mr. Dillon to furnish the committee 
with the names of the agencies who are charging illegal fees. I am certain that 
the commissioner of licenses in this City will immediately start proceedings to 
have their licenses revoked, if such be the case. 

I would further respectfully suggest that Mr. Dillon advise the committee, 
under oath, of the names of the personnel managers who are receiving kick-backs 
from agencies and the names of the agencies splitting fees with personnel man- 
agers, in order that the properly constituted authorities may prosecute such 
individuals if there be any, since there are laws in this State provided in such 
cases. 

Under date of November 5, 1947, an article appeared in the New York Sun 
which read in part: “* * * Fifty thousand Americans on Army and Navy 
construction projects abroad are being exploited by advance misrepresentations 
of the food they will receive and conditions under which they will work. James 
H. Dillon, executive secretary of the Construction Men’s Association, Inc., 82 
Beaver Street, said today,” 

Further: “* * * The accusation brought a prompt deniai from Army 
spokesmen in Washington.” 

Dillon further stated: “* * * We have proof, in the tremendous turn-over 
in these jobs by men with good records and reputations and qualified background, 
who pay their own way home, that something fundamentally wrong exists.” 

Further, Mr. Dillon stated: “* * * Wehave nothing to do with the drawing 
of contracts, and they contain various trick clauses, sometimes even requiring 
7 days work a week for straight time.” 
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Dillon's charges were denied by representatives of both the Army and Navy. 

In an article which appeared in the New York Daily Mirror on October 28, 1951, 
Mr. Dillon is quoted as saying: “On one project five men were instructed to put 
one headlight on a car.” Mr. Dillon is quoted as stating that “men working 
on oversea projects live in shacks; have to tight mosquitoes,: flies, vermin, 
snakes, etc.” 

The ageney with which I am associated has been placing men on the very 
same projects that Mr. Dillon is referring to. We have spoken with applicants 
who have completed contracts and have no complaints and who come in for 
new foreign contracts. This agency has been placing people overseas for almost 
& vears. It has been our observation that a considerable number of men who 
have worked in foreign service again seek foreign positions. During the course 
of interviewing, we hear comments from these applicants. We do not find that 
conditions are as outlined by Mr. Dillon. To the contrary, most of our appli- 
cants have praised the treatment they have received from contractors to the 
Corps of Engineers and from the Army and Navy Departments. Under date of 
October 1, 1951, in a What’s Cooking! bulletin, also carrying the title “American 
Federation of Labor” on its banner head, appeared on the front page an article 
concerning employment agencies which reads in part: “* * * Why do you 
men allow yourselves to be sold just the same as if you were being sold into 
slavery? The slave market was supposed to have been abolished at the end 
of the Civil War, and the employment agencies are still sending men to employers 
and foreing the men to pay for being sold.” 

In the 8 vears that I have been associated with tke employment-agency busi- 
ness, I know of no instance where anyone had to pay an agency fee in order 
to secure a position with a specific firm. 

I respectfully suggest that Mr. Dillon be required to furnish the committee with 
the names of firms who will not hire a man unless he first pays a fee to an 
employment agency. 

According to Mr. Dillon’s statements and bulletins, he has approximately 
10,000 members at the present time. In 1948 he claimed a membership of 8,000. 
An estimate of fees received by Mr. Dillon for so-called initiation and advance 
dues places the Construction Men’s Association income for the 744 vears at ap- 
proximately one-half million dollars. TI believe it would be interesting for the 
committee to ascertain how many of these men who paid their $25 have actually 
received positions through the Construction Men's Association and how many 
paid their $25 without ever obtaining employment through the Construction 
Men’s Association. A licensed employment agency would be required to secure 
a bona fide position of the applicant’s own choice first, before it could charge a 
fee of any kind to the individual. 

The licensed employment agencies in New York have been regulated under 
State law for almost 42 years and have served continually America’s largest 
corporations in almost every field of endeavor. New York City alone has approxi- 
mately 1,100 licensed agendes. They have, through the years, justified their 
existence. The licensed employment agency performs a definite function. It 
secures for the employer the applicant with the proper qualifications. It secures 
for the applicant the proper position in line with his qualifications. Unless the 
agency can satisfy the employer that the applicant is the right man for the job 
and satisfy the applicant that the employer is the right one for him, no placement 
is made and no fee is earned. 

In the case of contractors to the Corps of Engineers on oversea construction 
projects, which your committee is most interested in, no charge of any kind is 
made to the Government or contractor. The agency pays the advertising costs, 
does the screening and other personnel work, referring only those applicants who 
appear best qualified for the position, and thus cuts recruiting costs of the 
contractors and, in the end, cuts the costs to the Government. 

Respectfully submitted. 

Francis A, CAPELL. 


{From proceedings of the Forty-Fourth Annual Convention of the Building and Construc- 
tion Trades Department of the American Federation of Labor, San Francisco, Calif., 
September 14, 1951] 


RESOLUTION No. 4 
Whereas the Construction Men’s Association, with offices at 82 Beaver Street, 


New York City, and 60 Market Street, San Francisco, Calif., originally was 
announced as an organization to look after the interests of building and con- 
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struction workers employed by American contractors on outlying and oversea 
bases ; and 
Whereas when a representative of the Construction Men’s Association first 
appeared at the building and construction trades’ office requesting a charter 
they were advised by President Gray that the constitution would not permit 
chartering such an organization as many of the construction men working on 
these bases held cards of membership in affiliated organizations, but that the 
department would be glad to cooperate in bettering the conditions of these 
men if and when they applied through their existing organizations; and 
Whereas immediately a misconstruction was placed on President Gray’s 
statement and circular letters such as the One attached were sent out by the 
association with the misleading information: Now, therefore, be it 
Resolved, That the delegates to this convention are opposed to this form of 
dual trade-unionism as advocated by the Construction Men’s Association; and 
be it further 
Resolved That the Construction Men’s Association does not merit the sup- 
port of the building and construction trades department; and be it further 
Resolved That the publications of the affiliated organizations devote some 
space to drawing to the attention of those men working on oversea bases that 
they should apply through their respective organizations for. adjustment of 
any complaints they are experiencing in the employ of contractors on oversea 
and outlying bases. 
. Wma. E. MALONEY. 
D. W. Tracy. 
Wo. J. BUCKLEY. ' 
Tuomas H. O'DONNELL. 
Rost. Byron. 
The committee recommends adoption of this resolution. 
The recommendation of the committee was unanimously adopted. 





CONSTRUCTION MEN’S ASSOCIATION 
In cooperation with 
BUILDING AND CONSTRUCTION TRADES DEPARTMENT 
AMERICAN FEDERATION OF LABOR 


New York, N. Y., August 28, 1951. 
Mr. FrRepERICK J. R. GABRIEL, 
P. O. Box 56, Isle Maligne, P. Q., Canada. 

DEAR FRED: Would like to suggest that you have J. W. Lindsay contact Atlas 
Constructors, Mr. Paul Falcone, personnel manager, 95 Trinity Place, New 
York City, N. Y., for their job in French Morocco: Crow-Steers & Shepherd, 176 
Broadway, New York City, N. Y., who have a $38,000,000 contract for military 
installations in Tripoli, North Africa; Steers-Grove, Inc., Mr. Egan, personnel 
manager, 44 Whitehall Street, New York City, N. Y., who are building air bases 
for the Navy Department at Port Lyautey, French Morocco; J. G. White Engi- 
neering Corp, 8O Broad Street, New York City, N. Y¥.:; also George 8S. Colley 
Jr. & Associates, 425 Lexington Avenue, New York City, N. Y., who are taking 
applications in now for their job in Venezuela which will start hiring in Sep- 
tember. Another outfit is Morrison-Knudsen, Inc., 1 Montgomery Street, Mr. 
Kincaid, personnel manager, San Francisco, Calif. They have several jobs 
where, I believe, he might fit in. 

I would suggest that we he have his résumé typed and send a copy along to each 
contractor so that they may get an idea of his past experience. I believe I would 
also mention that he is both a Canadian and American citizen and that he 
would have no trouble in getting an American passport. 

Dory says that, when you get around to it, you can send her some of those 
African stamps. 

Very truly yours, 
CONSTRUCTION MEN’s ASSOCIATION, INC., 
JAMES H. Ditton, President. 


i 
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APPENDIX C 


A PROPOSAL FOR THE SOLUTION OF THE PROBLEM OF PROVIDING MANPOWER FOR WAR 
INDUSTRIES 


The problem of the maximum utilization of the manpower of the Nation is one 
of such scope and complexity that it must be approached realistically with past 
experience as the basis rather than untried and unproven theories. 

At the present time there are six established and proven channels for the re- 
cruitment, screening, and placement of manpower. Each of these channels 
should be used to its fullest capacity and efficiency. These facilities are: 

1. The employment facilities of organized labor. 

2. The United States Employment Service. 

3. The employment columns of the publications of America. 

4. The facilities of over 6,000 licensed and State-regulated employment 
agencies. 

5. The employment departments of schools, colleges, and fraternal organiza- 
tions. 

6. The personnel departments of the industrial organizations of America. 

In order to direct and cordinate the efforts of these six channels, it is proposed 
that a National Manpower Advisory Board be established, this Board to be com- 
posed of an equal number of representatives of each of the six groups, as well as 
representatives of the Government departments concerned with the manpower 
problem. 

The National Manpower Advisory Board would— 

1. Be charged, first, with establishing a system of priorities for the guidance 
of all existing employment facilities in their efforts to recruit the personnel 
necessary for the staffing of war industries and essential civilian industries. 

2. Ascertain through local boards established in each of the 14 Army and 
16 naval ordnance districts, the areas in which manpower scarcities or surpluses 
exist, maintaining complete and continuous records of the manpower situation 
in each of the local districts. 

3. Arrange for a system of financing the transportation of all qualified workers 
to areas in which they are needed for essential war or civilian industries. 

4. Establish a system of controls to prevent the pirating and hoarding of 
labor through— 

(a) Standardization of employment practices among war industries in 
the 14 Army and 16 naval ordnance districts. 

(b) Standardization of wages for identical jobs within each district. 

(c) Employment of qualified applicants regardless of race, color, or creed, 

(@) Absorption by war industries on an equalizing ratio of all available 
labor. 

5. Provide all existing employment facilities with the lists of critical skills 
compiled by the Labor Department and of essential activities provided by the 
Department of Commerce. 

6. Create standards on the basis of which qualified persons could be enrolled 
in vocational training and all vocational facilities pooled. 

7. Promulgate rules and regulations for the guidance of all existing employ- 
ment facilities for the absorption of qualified aliens into essential war and civilian 
industries. 

S. Originate and supervise all promotional activities to encourage workers 
to accept positions in war and essential civilian industries. 

9. Provide an authoritative source for the release of all regulations and news 
regarding national manpower problems. 

In view of the fact that the manpower problem is not a static one, it is 
essential that arrangements be made to keep available manpower as fluid as 
possible in all related industrial areas, comprising the Army and Navy ordnance 
districts. 

To accomplish this objective, local manpower boards should be established by 
ordnance or national inspection districts. These local boards would be com- 
posed of equal representatives of all groups represented in the national com- 
mittee and the chief of naval procurement in each naval district, the local pro- 
eurement officer of the Army Air Force, and the local procurement officer of the 
Army. These local boards would be charged with the responsibility of— 

1. Carrying out the policies of the National Manpower Advisory Board. 

2. Keeping full account of the progress of contractors and war industries in 
the fulfillment of their production schedules under their contract responsibili- 
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ties, in order to determine the shortages or surpluses of workers in war in- 
dustries. 

3. Enlisting the cooperation of all existing local employment facilities in giv- 
ing preferential consideration to the filling of all requests or advertisements for 
manpower bearing high priority ratings. 

4. Provide an authoritative source for the release of all regulations and news 
regarding local manpower problems. 

The local boards would have the power, after a hearing, to change the priority 
ratings of all essential war and ciVilian industries under their jurisdiction 
according to their changing manpower needs and the degree to which their 
products are essential to the war effort. 

This program would 

1. Provide a voluntary method for the solution of the manpower program, as 
opposed to conscription. 

». Place at the immediate service of the Government a large force of highly 
trained personnel experts, avoiding the expenditure of millions of dollars by the 
Government to duplicate existing facilities for the placement of manpower. 

3. Enable newspapers and other publications in the event of newsprint short- 
ages to give preferential consideration to advertisements bearing high priority 
numbers for war industries or essential civilian industries. 

4. Keep all existing employment facilities in the functional capacity in which 
they are best able to serve the war effort: namely, by providing essential per- 
sonnel whenever and wherever needed, through intimate knowledge of job re- 
quirements in local areas. 

5. Utilize the facilities and personnel of the more than 6,000 licensed, fee- 
charging, and taxpaying agencies in the United States, many of which are 
specialists in the selection and placement of manpower based on experience gained 
since before World War I and intensified through World War IT. 

6. Utilize te its fullest extent the patriotic desire of all existing employment 
facilities to carry through to its final and successful conclusion the essential 
staffing of war industries. 

7. Preserve the basic freedom of every American to select his own job. 

It would be the American way. 





